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OAN OVERVIEW

MEXICAN TRENDS: THE NEXT FIVE YEARS
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RODERIC A. CAMP
CENTRAL COLLEGE



1 1

The difficulty with taking ten major issues and

summarizing their significance for important cross-cutting

themes is that,. we have seen from the issue papers

themselves, nearly all are interrelated. Despite that

difficuLtjr cartain issues, at least from short and long term

perspectives, have more or less relevance to the five major

concerns in Mexico in the next five years: political stability, -
,K

systemic legitimacy, societal chang , economic viability and

United States-Mexican relations.

POLITICAL STABILITY

Two of the cross-cutting issues themselves are

substantially intertwined. Stability is very much a consequence

of the legitimacy of a regime, and stability for any society

operates within the value system of that society, not from

interpretations of outside observors. Not sharing another J
-S

culture's value system makes it difficult for the foreignor to .- 6

assess stability, and indeed, might direct him to make serious

misjudgements about existing levels of stability. Moreover, to

discuss Mexican political stability in the foreseeable future,

we must start at a given point, 1985, and suggest changes that

might occur through the end of the decade. One way we might use

the term political stability, and by no means does a general

definition exist, is to define it as the degree to which the

political system handles demands through legally (customarily)

accepted channels in that society, and the degree to which the

value system of the governmental elite, as reflected in their

policy actions, corresponds with the desires of the ordinary

%''
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citizen.

If political stability is conceptualized in this fashion,

several issues appear more relevant, among them: Elite-Mass

Socialization (*3); Potential Strengths of the Political

* Opposition (#10); and Leadership and Change (04). As Daniel Levy

suggests, consequences of changes in societal values, brought

about through education and the media, are essentially medium

and long term. On the other hand, these changes may have the

greatest permanence, and therefore, the most far-reaching

* consequences for stability.

Basically, the change in values most likely to affect

Mexican leadership and political stability is the increasing

influence of conservative ideas, or better stated, attitudes

* reflecting the views of private sector leaders. The most

important source of this change among public sector decision

makers, at least that we are measuring, is in preparatory and

higher education'. Not only is the recruitment pattern being

altered, one which has existed at least since 1920 in Mexico,

but the composition of those in charge of the socialization

* process itself is changing. A key element in Mexico's political

stability in the past has been the homogenizing Influence of

this educational process. This universal experience among

present and future political leaders is disappearing.

Another change, both positive and negative, Is suggested by

* Levy in his assertion that, "The infusion of privately and

* foreign-educated Mexicans surely contributes governmental

expertise, capabilities, and international legitimacy, but it

also contributes to changing bases of stability and challenges
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v to that stability." One of the most significant challenges to

the stability of the system is to give a preponderant influence,

both real and perceived, to the private sector. Thus, the state

is put into a position where a balance between government

officials advocating populist and anti-populist policies no

longer exists. Channels to. those interest-I maps supporting

populist approaches are closed. Most experts agree that an

essential ingredient to Mexican stability kins been a state which

alternates between the influence of one group versus the other,

even though in the long run it has favored private sector over

populist interests. A significant alteration in this balance

threatens political stability. However, this gradual but

persistent trend in the socialization of an anti-populist

leadership is not likely to reach maximum fruition until the

1994 administation.

An influence on stability likely to be more fast acting than .

the consequences of changing educational patterns, and to affect

the citizenry at large rather than the political leadership, is

the media. As Levy cautions, we have to be careful not to

overreact to this alleged influence, since the media only seems

*to be exaggerating existing differences in elite-mass views,

doing so on a regional basis. Although Levy downplays foreign

*i media influences in Mexico, I would give them greater

importance, ignoring the fact that they reach fewer than 10

percent of the people in any significant way, but stressing the

point that the audience they do reach is most crucial to the

maintenance of political stability. r
Peter Smith carries the analysis of the changing dynamics in

. . . . . . . . . . . .. . . . . . . . . . . .
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technocratic leadership much further. Essentially, their

dominance is growing, but overall, he believes their potential

for disrupting political stability to be small in the short run.

Smith identifies one exception to this overall conclusion. If

insufficient recognition of their importance to and role in the

government is not given to the traditional politician in the

198 election, a crises might emerge. De Ia Madrid could defuse

this problem in another way, one which he seems to be

considering, by forcing the technocrat to take on som of the -

career features and skills of the traditional politician. For

example, if he were to pick a presidential successor who had

been a governor, such a choice would alter the importance of the

national career pattern and give a boost to decentralizing

political experience among future political leaders.

The future role of Mexican intellectuals is equally

problematic. They have been, on the whole, supportive of regime

stability in Mexico, because they have integrated themselves

with the state. However, the recent trend among intellectuals is

to follow an independent course. With the advent of leftist

opposition, intellectuals have a real, but small alternative on

the left. Intellectuals have not been attracted to the Right,

and as Smith suggests, the Right suffers from a theoretical

vacuum. Intellectuals help create, or at least reinforce, the

dominant values of any generation. When they join groups opposed

to the present political leadership, intellectuals legitimate

political opposition. Only if the state insists on a blanket

rejection of all opposition demands, an unlikely scenario in the

immediate future, would intellectual participation have direct

r.
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consequences for political stability. d

Of the three issues having a significant influence on

political stability, political opposition seems most relevant to

the short term, primarily because its effect is immediate and

visible. I would argue, therefore, that the electoral arena on

the local, state and national level deserve close observation.

The 1985 elections are a case in point. Contrary to the

impression given in the North American media that the

congressional elections were only politics as usual, four

important consequences deserve mention. First, the Right

continues to reinforce its role as the leading opposition

movement. Second, the PRI, overall, gave up a substantial

percentage of the national vote, and on a regional basis,

control over congressional districts, compared with 1982. Third,

the North American media, and therefore the United States, is

playing a disturbing role in providing a distorted image of

Mexico's electoral process and legitimating opposition' s views

of it to an elite audience. Fourth, what occurred in Sonora and

Nuevo Leon did not reflect, necessarily, what happened elsewhere

in Mexico.

The opposition is still very weak in Mexico in that it is

* pluralistic, regional, and ideologically extreme. On the other

*hand, PRI's plurality is rapidly declining, and in a majority of

* districts, if recent trends continue, may decrease below a

* simple majority in 1988 or 1991. This decline does not signify

an immediate collapse of the present electoral system, or PRI's

* dominance of it; rather it suggests that the electoral process

* will be much more fluid, less predictable, and divisive. As long



as some give and take occurs in each election, even if voter .

tabulations do not correspond precisely to reality, stability is

likely to be unendangered. The most important measure of voter

preference, and the degree to which they are listened to, is not

the public claims of the parties following the election, but the

cases brought before the Federal Electoral Commission, and their .

resolution.

POLITICAL LEGITIMACY

Legitimacy, like stability, is an ambiguous concept, but

there appears to be more consensus on what it means. For our

purposes, political legitimacy is the degree to which elites and

ordinary citizens support their political system. This can be

measured by their loyalty to it and its efficacy in reflecting

and implementing the demands of the participants. Seen in this L

light, the most important issues are: The Decline of PRI (18),

the Management of Economic Recovery (*1), and the Evolution of

the Mexican Military (*9)

The concern that PRI is on the decline, in fact, the very

recognition of such a decline, as measured by electoral

statistics, suggests that a supporting pillar of the political

system has less legitimacy than in the recent past. As John -

r- Baily suggests, the changing characteristics of PRI, and its

effect on system legitimacy, and consequently stability, is the

failure of the PRI-government alliance "to channel important

political demands through party/electoral mechanisms." Daily

identifies several important reasons for the PRI's decline,

among them, that it is operating in a democratic electoral arena

,-... i& i § -j: *:. .Q - ..
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quite distinct from that which characterized its origins, its

very organizational structure has hampered reforms within the

party, and finally, leadership of the party has changed

substantially.

PRI's behavior or posture is unlikely to change through

1988. What may happen in the 1988-199i administration depends

heavily on the president selected in 1988. PRI's importance to

the legitimacy of the system is critical in the electoral arena. ', ..

PRI also serves as an alternate chm l, at the grass roots

level, to the federal bureaucracy. However, there is a tendency

to neglect the importance of PRI's contribution to regime

legitimacy because scholars recognize a separation between the

decision-making apparatus and the government party. I believe,

however, that most ordinary Mexicans do tiot make this

distinction.

The most important determinant of regime legitimacy, in my

opinion, is the degree to which Mexicans are satisfied,

Survey data available to us shown a substantial level of

satisfaction, even during difficult economic times, with

important public programs, especially health and education. In

these areas the government has a sizeable reservoir of support.

However, it is weak in other policy arenas: public

transportation and potable water. I would argue that the

government recognizes the deficiencies, and is responding with

some allocation of public resources.

The government is most vulnerable, as is PRI itself, on

moral issues. Mexicans rank the government's performance as

* .* * % * \* * * * -*- *"* * -
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unacceptable in the area of police and law enforcement. Do la

Madrid has attempted to alter the government's image, but it

seems that the changes have not produced actual results. What we

do not know for sure, is how important these issues areu compared

to a whole range of concerns expressed by Mexicans, such as

employment and inflation, and what level of corruption Mexicans

- - will tolerate. We do know, however, that excessive corruption

contributed significantly to the loss of regime legitimacy In

Cuba, Nicaragua and Iran. Therefore, it cannot be ignored.

The relationship between the military and civilian

leadership is important to political legitimacy in Mexico since

historically Mexicans have turned to, like all other Latin L

* American countries, the military for leadership. Mexico has the

most enviable record of non-military intervention in civilian

affairs in Latin America. As Edward Williams argues, there is no

evidence that "Mexico's military elites have offered any serious

consideration to administering a military coup for more than

* forty years." It is true, however, that certain events, both

* internal and external, have caused the military to play a more

* visible and significant role, whether controlling election

violence in the North, monitoring immigration and consequent

* border problems in the South, or maintaining order in unforeseen

natural catastrophes, such as the earthquake.

The Mexican people share an ambiguous attitude toward

* civilian-military supremacy, and the role the military should

* play in politics. Whereas the culture has succeeded in creating

stronger support for civilian supremacy than in Argentina, a ~i

large percentage of Mexicans, at least 2/5's, believe that it is

........................................... *....-r
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acceptable for the military to intervene. Although it is more

difficult to ascertain Mexican officers' perceptions of their

own role, the military iteself provides an alternative to

civilian leadership, and to the legitmacy of fered by that

leadership. But am long as they continue to assist uthe civilian
elits i guadin-aginstsigi~iant-hane~ntheysere t

strengthen rather than weaken the legitimacy of the present

system.

Obviously, the well being of the -present system In the eyes

of its mass and leadership constituencies cannot be divorced

from its present economic situation, nor its efforts to improve ' .

conditions in Mexico. As William Slade explains, some caution

is justified in being optomistic about the recuperative powers '

* of the Mexican economy, not just because of policies which the

present administration, and its successor, might pursue, but

because of given conditions which will continue to influence the

economy's outlook for years to come. It is Glade's belief that

the government has shown its willingness, exemplified in the IBM

* decision, to withstand sharp domestic criticism in order to

* improve Mexico's integration into then world economy over the

long term.

One of the two economic questions which most affect regime

legitimacy is the extent to which an austerity policy, even

modified, can continue, without exceeding the tolerance of the

working classes. The political leadership believes that a margin

of tolerance continues to exist. These levels may be reduced by

two recent occurances. First, the government has, for the first

time, laid of f large numbers of federal bureaucrats, thus
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bringing home the severity of unemployment to the middle class.

Second, the earthquake has increased the magnitude of the strainII

on public resources. Another test of legitimacy, as measured by

capital flight, is the support provided by the private sector

* - for government economic policies. Capital flight indicates anI
uneven record for the government in the eyes of the private

* sector. Like the military and organized labor, entrepreneurs are

a crucial pillar of support for continued system legitimacy.

SOCIETAL CHANGE

Broad social change is most affected in the long run by

shifting values and by a changing consensus on social policies.

It is unlikely that the Mexican government will institute any

structural changes of a non-incremental nature which will alter

mass and elite values in the short run. The issues most likely

to have an impact on social change are: Elite-Mass Socialization

(*3), Economic Distribution Policies (*2), and Changes in

Political and Intellectual Leadership (*4).

Education is the source, equally true of the changes taking

* place among elites, of the divergence occuring in mass social

values, although we have little evidence of what thes

differences are. Essentially, as Levy documents, large numbers

of Mexicans are illiterate or functionally illiterate, the

majority of whom live in rural Mexico. In a social sense, Mexico

is evolving into two cultures, rather than moving from a rural,

traditional culture, towards a cosmopolitan, urban culture.

Since the 1940s, urbanization expanded the influence of

modernization to many Mexicans, but the argument today is that



the gap between the urban, middle-class culture, and the rural,

working-class culture, is sharper. The government has not

ignored rural populations, but it has concentrated its resources

more strongly in urban areas. Their efforts, ironically, have

* - not produced political support (irr the electoral arena) from the

middle classes. Quite the contrary, PRI's basis for support can

be traced to those groups benefitting least from government

policies.

The fact that political and economic leaders are

increasingly receiving private education, and foreign graduate

training, lends support to the argument that Mexico, similar to

India, is developing an elite and a mass culture. The two sets

of values have always been closely intertwined in the

Revolutionary rhetoric stemming from the 1917 Constitution. As

the historical distance from 1917 increases, and as political

recruitment shifted to an urban, middle class background, ties

* to rural, working class values became more tenuous. To a great

extent, the only place these values are being sustained among

the present political leadership is in the Chamber of Deputies,

thus giving that institution greater significance as a formal

channel for communicating mass values and general societal

concerns to the leadership.

In addition to analyzing changing Mexican social values from

a mass-elite standpoint, they can also be examined from the view

of national versus regional values, encompassing all social

classes. One of the advantages of a national public educational

system, especially the case of higher education in Mexico City,

was its role as a creator of national as distinct from regional
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values.

Decentralization of decision-making authority, resources

and institutional structures has many benefits, but one obvious

risk is the degree to which regional values will be strengthened

at a time when national loyalties have not achieved their full

potential. Moreover, as William Glade suggests, the government

is constrained in the amount of funds that can be committed to

decentralization projects. The fact that the ideological Right

controls the electronic media system, which may reinforce its

tendencies, and that political opposition parties are strong

regionally, but not nationally, reinforces the consequence of

transferring regional frustrations into the political arena. The

opposition parties will capitalize on center-periphery

conflicts, and the most immediate consequences will show up in

elections in 1988 and 1991, just as they did in 1985.

The trends described by Peter Smith among technocrats and

intellectuals only serve to exacerbate the differences in values

between the masses and the elites and the center and the

periphery. This is the case because intellectuals, who would

function as important sources of values and could serve as a

communication bridge between elites and masses, are themselves

more elitist in their characteristics than the politicians they

criticize. Their family background and education further

separates them in style and content from the traditional, rural

values than is true of politicians or military officers.

Moreover, intellectuals are equally guilty of

centralization of resources. They cannot provide regional

leadership because they themselves are alienated from regional

/3
.4 . . . . . . . . .... * . * *.. .. . . .* . * .. ..'.... . . . . .
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values and preferences, and are very such ignorant of what is

important to those groups. Thus, they have not only distanced

themselves from the peasant, but from the incipient, local

intellectual, who does not identify with the national, urban

values prmmit. among Mexico City intellectual circles.

Values being taught at the privata-schools, regardless of

level, correspond more closely to thasm shared by the private

sector. Indeed, the Church is increasing Its role In the

p formation of social values among the educated population, an

activity it monopolized before the mid 19th century. This

pattern in itself may revive a major social issue in Mexico, the

increasing role of the Church in education and in regional

politics. The Church was charged with the latter activity in the

Sonoran elections of 1985.

The Mexican government has not only used public education as

a means of socializing elites and masses, but Its own posture as

expressed in economic and social policies act to help form the

views of several generations of Mexicans. The consistency with

which it supports a particular goal legitimizes certain values.

For example, the government's pommitment to the expansion of

public education has created widespread expectations among

ordinary Mexicans that their children will receive a better

education than they themselves acquired. Citizen support for the

* political system is in part a consequence of the government's a

creation of these values.

In the same way, the government legitimizes certain types

of distributive economic policies. It has even been reponsible

for forming the social views of the populace towards specific

* * - . . . .*-..-*-. .. - - - - - ~ - . .... -. ~.,*'* *.***.*-Y
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political actors. It seems clear, for example, that while the

government has worked closely with the private sector for many V

years, in fact favoring its interests over those of labor, it

* repeatedly accuses the private sector of being the *bad guy,"

* thereby contributing to the Mexican private sector's low level

of legitimacy.
A)

The other danger to the homogenization of Mexican social

values and attitudes towards social change stems from the large

dose of values learned abroad. Foreign values, of course, are

mostly confined to elites, although it would be worth examining

the effect of living in the United States on the values of

illegal aliens who return to Mexico. There are positive

benefits of ',oreign values, as Smith and Levy suggest, but it

seems fair to argue that at present, Mexican national values,

even those confined to the urban middle-classes, have more in

common with Mexican regional values than with United States

*values. The influence of foreign values, however, especially in

the realm of politics, already is playing a role in northern

Mexico, exacerbating differences between the political culture

of the center and the periphery.

ECONOMIC VIABILITY

Among the issues economic viability addresses are the

differences in elite-mass views of the crises, the ability of

the political leadership to sustain a given program, the social

costs of recovery, and the strategies of development persued by

the federal government. Those issues most relevant to the larger

* question of economic viability include: The Management of

W-l!
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Economic Recovery (*I1), Likely Strategies of Economic Policies ..

(*2), Leadership and Change (*4), and Major Groups and

Policymaking (*5).

Mexican economic viability relies on-many conditions. Some

of these problems will not be resolved, Am the short run, by

government policies. The skill with shich-the political

leadership handles its policy choices, and the level to which

those choices are tolerated by various Oriican groups, will also

affect Mexico's economic health.

To Professor Slade, the most important restraints affecting

economic policy choices, and the ability of the system to

recover, are the level of growth in the economically active

population in the next fifteen years, and the youth of that

population. Glade is also concerned with the quality of the work

force, and the increasing costs of education and heath care for

larger numbers of Mexicans. From an economic point of view, the

Mexican government, at least through 1988, and probably longer,

is committed to large, fixed expenditures in health and

education. Politically it is equally committed because these are

the very areas to which Mexicans giva high praise to the

government.

Of course the other restraint which looms permanently on the

scene through the end of this century is debt repayment. The

foreign debt has gone through several restructurings, and as is

well-known, the most recent of these in the fall, 1985, has

taken place with the recognition that Mexico and the other

debtor countries cannot successfully conform to IMF guidelines. r

So far, Glade's prediction that such restructurings are



16 LI

*temporary solutions to Mexico's problems has proven correct.

In turn, the role of oil as a key to economic viability, is

problematic at best. Mexico's excessive reliance on oil exports

distorted what was once a fairly diversified export economy by

third world standards. Projections for oil price increases are

I not reliable. At least through 1998, and probably the aid-1990s,

* increased oil prices or sales are not likely to provide

significant additional help to Mexico's economic program.

I However, overall Glade gives favorable marks to the

*direction of de la Madrid's economic decisions, at least in the

*area of trade policy. Among the noteworthy decisions are those

favoring phasing out of import licensing, relaxation of price

* controls, and most important, increasing foreign investment,

* exemplified in Mexico's reversal of an initial decision to turn

down the IBM project,

The government's management of the economy since 1982 has

generally been good, if somewhat mixed. As Glade points out,

initial optimism was unwarranted; Mexico has been unable to

sustain its goals for reducing inflation and stoping excessive

capital flight.

r The government's less than satisfactory record in bringing

about the conditions favorable to complete economic recovery

raises the question as to whether or not it has the political

skills to accomplish that goal. It must do so at two levels. It

has to improve its communications with the private sector. In N

order to stop capital flight it has to revive confidence among

the private sector. But the state cannot move too far in one

direction. It must sustain a careful balancing act among the

p 17
2J-
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various interest groups, especially private sector organizations

and organized labor. It must also continue to court the support

of urban labor.

Political technocrats, especially those who favor

non-populist policies, may have limited political %kills. The

first three years make it clear that despite wanderings in

* different directions, the de la Madrid administration has

* managed to strike a tenuous balanco, and to sustain its policies

in the face of severe criticisms. X butieve that its reservoir

of legitimacy is such that it still has a mar-gin for error

through the 1980s. Equally important is that the political

leadership, while on the defensive, believes it has the capacity

to overcome the present crises. Its own self-doubts may be the

most critical short-term influence on their political capacity

to ensure economic recovery.

In measuring the importance of sustaining good

communications with the three critical groups; business, the

middle-class, and 1l',or, the government has been most successful

with business, at least from a political angle. Nevertheless,

businessmen are not demonstrating faith in Mexico's short term

P economic future. The educated middle-c-lass will increasingly

have more problems with economic austerity, as job layoffs in

the public sector affect their standard of living. The

consequences of the earthquake will not help this situation.

Organized labor now is in a position to demand wage increases,

and even the private sector recognizes this. The government will

have to keep salary increases at a certain level to maximize the

results of its prior economic policies.
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MEXICAN-UNITED STATES RELATIONS

The physical proximity of Mexico to the United States makes

it difficult to divorce any issue, no matter how domestic, from

its impact on relations between the two countries. Of course,

the two issue papers which concern themselves with Central

American Conflicts (*6) and Border Problems (#7) are intertwined

with government to government relations on a wide-ranging agenda

of issues. But the concept of Mexican-United States relations, .

in my opinion, should be extended to other levels, including

"- actors who are not representative of or responsible to the two

governments. If we think of relations in this broader context,

then I think it is worth adding the Potential Strengths of

Political Opposition (#10) to this discussion.

As the elections of July, 1985 demonstrate, there has been

a keen interest on the part of the North American press, and

consequently, its readership, in Mexican political activities.

As all foreignors are wont to do, Mexico was judged by every

major U.S. paper, including the Washington Post on a United

States value system. More importantly, outrageous claims of

syndicated columnists, such as Jack Anderson, continue to be

reported without editorial response or evaluation. Because our

sources about Mexico are limited, academics and government

officials naturally rely on press reports, especially from what

we consider to be the more prestigious news sources.

Reports in the United States press covering the 1985

elections ignored the most important trends emerging from those

elections, presenting local experiences, without verification,
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as accurate reflections of national electoral behavior. Of the

more than 60,000 Mexican polling stations, only 600 reported

actual fraud. Opposition claims have been heavily criticized by

the Mexican press itself, but similar scrutiny has not been

given in the North American news media. A growing sense of

nationalism, with some antagonistic chwracteristics, is emerging

*in Mexico in response to United Statm media coverage, to United

States ambassadorial criticisms, and t North American

intellectual interpretations (exemplif;ied by Alan Riding's

book).

On the other hand, it should not be forgotten that United

States opinions of Mexico, especially in the media, act to

legitimize certain Mexican viewpoints. In the electoral arena,

the National Action Party has benefitted most from this

publicity. The National Action Party has made effective use of

the media, in contrast to the Left, to legitimize its position

and criticisms of the PRI. It is self-evident that most of its

criticisms are true, what is not self-evident is the extent of

its claims regarding electoral fraud, or its publicly stated

belief that its support is extensivw throughout Mexico.

A range of foreign policy interpeutations affect United

States-Mexican relations. One of those stressed by Daniel Levy

is a concern that United States officials do not give sufficient

weight to how Mexico uses its international relations with

leftist countries (Cuba and Nicaragua) as a means of increasing

their influence with and support from leftist groups within

Mexico. Mexico has skillfully manipulated an independent foreign

- policy to sustain its own domestic legitimacy. Mexico believes

20
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that the United States emphasis on the Central American conflict I
as an East-West confrontation is erroneous. The government is

concerned that our policy will contribute to regional

instability and consequently domestic instability.

Another issue, not part of the agenda of normal border

problems, is the repayment of the national debt. Political

pressures have been building up during the summer and fall of

1985 against debt repayment. Bolstered by a similar mood

throughout Latin America, opposition groups, particularly on the

left, both in and outside of the Chamber of Deputies, have

* sparked criticism against repayment. The United States cannot

help but to be drawn into this political issue because of the

severe economic and political consequences for both country's

* financial systems. Of all the immediate issues with

nationalistic overtones, possibly excluding the Illegal alien

*issue, debt repayment looms most difficult on the horizon of the

* relations between the two countries.

Finally, Edward Williams identifies many of the border

issues which directly affect relations between the two

countries. Some have regional more than national consequences

for both countries, but most important of these, because of its

ultimate affect on economic recovery, and consequently regime

legitimacy and stability, is the as yet unresolved question of

illegal immigration. The pattern in Mexico Is clear, whole

communities, as far away as southern Oaxaca, are crossing the

border, going as far north as Washington state, to work a

variety of temporary and semi-permanent jobs. Their remittances

southward feed income directly into those regions most adversely
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affected by the faltering economy. Their employment across the

border considerably reduces social pressure on the political

system. But in the long term, skills among these most innovative

* of poor rural and urban Mexicans, will be necessary for Mexico's

recovery. This border issue is one in which the United States

government can play a significant -educational role to moderate

emotional, racial and ignorant respoms to a problem. A "

supportive position on the part of the United States government,

both for practical and nationalisticruasons, will contribute to

positive relations and to an environment favorable to economic

recovery, political legitimacy and stability, and long-term

societal change.

SCENARIOS

Possible scenarios one might imagine for Mexico during the

next five years and beyond are many. If nature intercedes, as it

has done with the earthquake, and as in past, with drought,

important economic variables will take on added importance. I

would argue, however, that a reading of all the issue papers,

and the conclusions of the research twaam, ultimately suggest

only two likely possibilities through L9O. Both of these

alternatives are intimately tied to Mexico's economic health.

Each is a solution to and a consequence of the politics

necessary for economic recovery.

The first scenario, and the most likely, is one following

the present model. As we have seen from Professor Glade's

evaluations, economically, the de la Madrid administration will

lean towards the more traditional, liberal economic approach. It

- . ,V.
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more efficient, and to raise it to a level of international

competition with an entry into GATT, but without giving it

increased political clout, especially in the electoral arena. As

several of the papers suggest, the present administration is not

sufficiently strong politically, nor is its ideological

commitment so pure, that it is likely to follow the path of a

* true believer. Thus, although coimmitted to an austerity program,

the government continues to take one step backward for two steps

* forward each time it pursues its developmental strategy.

The Mexican state has survived by serving as an arbiter

among competing interests, which can be crudely separated into

pro and anti-populist groups. Whereas the historical record

*demonstrates that the interests of the private sector have been

pref erred to those of the working classes, especially the

* peasantry, organized mass interests have received sufficient

* benefits, or at least they have perceived that to be the case,

to give their support to the system. One should expect,

theref ore, that Mexico's persistence on the liberal economic

path relies, most heavily, on the cooperation of the urban labor

organizations. Without denying this need, I would argue, as has L
John Dailey, that private sector satisfaction is more important

to the political equation in the next five years. High

unemployment through the rest of the 1990s gives organized labor

* very little leverage. On the other hand, availability of

capital, a private sector weapon, is essential to successful

economic recovery.

Statistics make clear that a high level of capital flight
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persists despite the efforts of the government to demonstrate
its commitment to an austerity program and policies favorable to

the private sector. The private sector is obviously not

satisfied with gpmvernment policy to date. Entrepreneurs'

feelings are-mixed. Their level of confidence in the government,

measured by the ewtent of capital. flight, suggests that they do

not equate what the government has said it will do with what it

actually accomplishes, or they themselves have already lost

confidence in their own ability, and that of the Mexican

* economy, to initiate a permanent recovery. Thus, the central

* political issue which explains the ability of the Mexican

government to insure economic recovery, is confidence, and

confidence relies on the private sector's perception of regime

* legitimacy, as well as of its own legitimacy.

A second scenario would describe a model emerging from the

* tried and true Mexican policy of balancing group interests. One

might argue that by 1988, more Mexicans would be ready for a

regime favoring popular interests. The pendulum tactic in

Mexican politics moves into action when decision makers

perceived the private sector becoming too strong among all

* contending parties; or those members of the governing elite, who

themselves have an ideological commitment to a larger public

sector role, reach power. Slade, for one, does not beleve this

scenario likely, unless those "who favor the whole

* transformation of Mexican policy into a centrally planned

economy model" take charge. In 1985, however, the structural

constraints are different from years past. The more likely cause

of a populist scenario emerging, in which an economic policy of '.-

*6
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deficit spending is followed, will occur by political default.

Once again the private sector will be the key actor. If the

leaders of this sector continue to invest abroad as more of them

actually take up residence in the United States, and this flow

of capital and human resources does not reverse itself, it will

snowball. The irony of the situation is that the private sector

* will be decisive in making the liberal, capitalist model work,

*or ensuring that an opposing populist alternative replace it. If

entrepreneurs abandon Mexico, for whom there is no replacement,

* they create a political vacuum among the traditional contending

interest groups, thus altering the formula for political

stability. Equally important, they remove capital resources, and

* the emotional confidence necessary to attract those resources

domestically and externally, critical to economic recovery.

Of the cross-cutting themes, as Smith and Levy note,

societal change is the least important for the short term. The ..-

most important is Mexican economic viability and political

legitimacy. One will not be achieved without the other.

Political stability, on the other hand, relies on the

* achievement of economic growth and systemic legitimacy through

* 1990, and on societal change in the next decade.

Relations with the United States will become increasingly

* difficult as economic recovery and political legitimacy lag,

signs of which are already apparent. The reasons for this are

several. The present administration is as pro-North American as

* any in recent years, yet the United States has not always

facilitated an image of good relations. At the same time, in

lieu of achieving domestic solutions to its problems, reliance
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on Mexican nationalism is growing, both on the part of the

political leadership and the population in general. As private

sector refugmes flock to the United States, they will use the

United States media as a forum for their accusations and

complaint*, as they have already done so in the ia1 §_tgeS *

Journal.

The United States government will increasingly find itself .

in the difficult position of having to defend the legitimacy of

the political system, or sidirm sil~mily or openly, with its

critics. If it decries Mexico's systemic legitimacy, it makes

economic recovery, following the first scenario, more difficult

to achieve, thereby increasing the potential for the second L.

scenario. If it supports the regime, it condones all those

weaknesses accompanying any incumbent system. Mexican

politicians already are expressing a feeling of being undermined

by the United States and our news media. 1 ,

Of all the existing or potential bi-lateral issues, the two

having the greatest impact on the developmental choices and the

political legitimacy of the regime are the debt and the illegal

immigration issues because of their direct, large-scale economic

consequences. There must be a constant willingness to

renegotiate the debt. Instant barriers to the entry of Mexican

workers into the United States will be counterproductive to

Mexico's economic recovery and political legitimacy.

Our authors are all in agreement that no radical political

solution external to the present system, from the Right or the

Left, is in sight through 1990. Nor is it likely that any change

* "from within, initiated by or with the collaboration of the

° . . . . . . . . . .. * . * ** - * ,•.__ _ _ _.__ _ _



26

military, will occur. But whatever the makeup of the regime

through 1990, or its policy orientation, It mostly will be

determined by the behavior, attitudes and pressures brought to

bear by the Right, not the Left.
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Introduction

During the 19?Os Mexico's economic growth became significantly more

unstable than it had been for a considerable number of years. On balance,

though, it averaged out at an impressively high level, thanks to the substantial

infusion of additional external resources that came from booming oil exports and

heavy foreign borrowing. Resumption of a high growth rate led many to believe

that the crisis of confidence that developed in the late Echeverria

administration was episodic. Lending and investment both rose markedly. The

result was that the severe economic set back of 1982-83 was even more traumatic,

with real GOP declining 0.6% and 5.3% (the revised figure) in the two consecu-

tive years, for the first time in a half-century. However, the subsequent

recovery to a 3.5% gain in real GDP in 1984 and the relative smoothness of the

negotiations that led to successful restructuring of the foreign debt once again
,. . .

reinforced the special confidence Mexico has enjoyed for years in the inter-

national business community. There are reasons to believe, though, that

notwithstanding the undeniable strengths of the Mexican economy, adverse condi-

tions may dampen the prospects for recovery for the balance of the 1980s,

exacerbating relations with the U.S.

Population and Labor Force Growth

Part of the reason for caution in judging the recuperative powers of the

Mexican economy stems from the simple fact that each year the number of people

entering the labor force will continue to be substantial--and unemployment, both
,..

disguised and overt, is already a problem.

It is true that the demographic growth rate has eased off the highs

attained in the 1960s, when it reached around 3.5% per annum. Some estimates

show that by the the early 1980's this figure had slipped to 2.6%. It is .

reasonable to expect the rate to drift downward for the years ahead, reflecting

the drop in the crude birth rate that showed up in the 1970s and a tapering off

2
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of the decline in mortality rates. Nevertheless, owing to the shape of the

demographic structure, with around 54% of the population under twenty years of .

age, the teenage segment contains at present the faster growing groups. For a

goodly number of years this ensures that substantial additions will be made

annually both to the potential labor force and to the cohorts of women in the

child-bearing years. What with the likelihood that unemployment and

underemployment levels will continue-to hover at relatively high levels on

account of the annual flood of new male entrants into the labor force, any

increases in the participation of women in the economically active population

should remain at a fairly modest level in the five years just ahead. This, in

turn, will probably tend to stall the drop in birth rates.

We shall return in another paper to some of the other problems associated

with this basic constraint, but its implications for matters of fiscal policy

need to be taken into account here, especially the effect this situation has on

reducing the downward elasticity of demand for various categories of public

investment and social expenditure.

The percentage of the population of 10 or more years of age who completed

primary school grew from just under 25% in 1970 to almost 32% in 1980, raising

the total number of primary school students from 9.2 million to 15.4 million in

the respective years. At a higher and more costly level of the educational

structure, change was even more dramatic. Contrasted with 1970, when there were

1.1 million secondary school students and a bit over 9% of those in the 10-

years-and-older category completed secondary school, 1980 counted some 3.8

million students at this level, with a significant drop in school leavers.

Nearly 24% of the population of 10 years or more of age are reported to have

completed secondary school in 1980. Enrollments in universities and technical

schools soared in the same decade. The absolute numbers in all these categories



have grown in the 1980s with the total in the 6-17 age bracket rising from 21.7

million in 1980 to 24.1 million in 1984. This can be expected to continue to

climb for the balance of the decade. That various demographic rates have begun

to slip downward will not, over the next five years, alleviate very much either
IN

the growing school-age population or the increases in the labor force.

Thanks to these changes, federal expenditures on education have reached a

quarter of total planned spending by 1985. Health services, too, have grown

rapidly in recent years, the number of public hospitals and clinics having

increased from 4,996 in 1980 to 10,556 in 1982, years during which social

investment in the health sector was a particular priority. What these figures

mean is that the federal government may be able to pull back a bit from new

capital outlays in education and health but that current expenditures in these

fields will look very much like a fixed cost from now to 1990, one that will not

likely fall in real terms and may even rise. Oemand for such public goods tends

to be ratcheted: it may be possible to slow the rate of increase but it is

simply not politically feasible to retrench. Given the severe economic

"o hardships the electorate already confronts, it would be especially difficult

politically, and unwise from an economic point of view, to damage population

aspirations (and human capital formation) further by curtailment in these sensi-

tive areas. To do so might jeopardize political stability as people would see,

in addition to current hardships, their hopes for the future (i.e., their

children's careers) also being undermined. Further, since the opportunity costs

of schooling are also lowered in a period of crisis, cutbacks would reduce the

quality of human resources (a) at a time when it is, in real terms, cheapest to

upgrade them and (b) at a time when the skills requirements of Mexico's future

development place increasing demands on just these types of social overhead

capital.
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Disinflationary policy, therefore, will have to focus on cuts elsewhere in

the budget, including, therefore, areas of spending that might, on account of

their direct employment impact, help alleviate the substantial, and possibly

growing, volume of under-and unemployment. Only partially can employment-

generating outlays be maintained by concentrating budget cuts in the large

i capital-intensive projects that have a smaller direct impact on employment.

This being the case, the end of the decade will, in all likelihood, leave Mexico

with substantial employment problems even assuming a gradual recovery of

aggregate production levels. Other consequences follow as well. For example,

for all the continuing talk about the decentralization of economic activity,

whatever changes may be effected will of necessity be exceedingly marginal. The

fiscal situation allows for little discretionary new spending to lay down a

geographically broader base of economic and social overhead capital, the infra-

structure for encouraging a different geographical pattern of private

investment. Moreover, what the government can do on the spending side, either "

to alter the distribution of income or to press forward with the deepening of

industrial structure (i.e., into more capital intensive but less employment

generating lines), will be no less constricted. It need hardly be added that,

confronting these circumstances, the government will doubtless display a

* heightened sensitivity--a real touchiness as it were--to any U.S. efforts to

- stem the rising tide of illegal migrants being driven northward by desperation

or attracted northward by the ever more extensive "facilitating networks of

contacts" formed by earlier waves of migrants.

Debt Management

Up to quite recently, Mexico looked to be the stellar performer on the

Latin American stage so far as concerns managing its affairs in a way that would

enable it to handle a gigantic foreign debt. The initial adjustment program

evolved during and after 1982 is sufficiently familiar that we do not need to

• ... 33
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present it in any detail. We can, however, review its main features to see how

they square with what has developed of late and to assess how compatible they

are likely to be with the circumstances of the next five years.

The first important policy achievement, reached through a series of

negotiations, was restructuring the foreign debt, the public share of which had

risen from $58.9 billion to $66.9 billion with the banking nationalization of __

September 1982. The private external debt, which was, of course, handled

separately, was $18 billion at the end of 1982. To show how far the country has

come in weathering the crisis, two things need to be kept in mind about the 1982

debt. First, it represented 87% of the GOP, a higher percentage even than

either Argentina (60%) or Chile (75%) and far higher than Brazil (26%), whose

total debt was around the same size. Second, of the aggregate Mexican external

*debt of $85 billion, 125 billion was classified as short term. Clearly,

* something had to be worked out--and worked out quickly.

The current administration began at once to devise an IM~Fapproved plan to

halt the deteriorating situation. The three-year stabilization program

negotiated with the IMF was subject to no little public criticism, but, as

compared with Argentina and today's Brazil, discontent was kept at arm's length

from the policy process itself while the debt was being renegotiated. Although

the general resentment the procedure left among much of the intellegentsia and

in influential political circles has remained to afflict the resolution of other

matters on the policy agenda (e.g., export promotion and investment rules), it

paved the way for new accords on the pressing issue of the external debt

repayments profile. Thanks to this, restructurings of the external public debt

servicing and repayment schedule have provided important relief to the country

through 1985 and helped in the recovery of international reserves.

~II Approximately 120 billion of debt was rescheduled in 1983, while in spring of

this year an even larger amount, just under $49 billion, was rescheduled,

311



including some that had gong through the earlier rescheduling. Strictly %6

*speaking, the agreement signed this past spring covers $28.6 billion in loans,

but the remaining 120.1 billion in restructurings, in renegotiation now, will be

modeled after the agreements signed in this first stage. ., I4I
*This latest restructuring stretches the amortization of principal over 14

years, though for the current year alone this still obliges Mexico to come up

with an estimated 511-12 billion in interest payments and another $950 million

on picplbeyond the $250 million repaid earlier this year. Agreements

currently in force leave the government burdened with relatively high external

* payments for several years, mainly for interest, but multi-year principal

* deferrals have taken some of the stress off the balance of payments position. -

Different official sources yield slightly different projections but according to

* one recent study from the Ministry of Finance and Public Credit, payments that

would have totaled $51.87 billion for 1986-90 have now been reduced to 515.8?

billion. Very much higher payments than were formerly due are, of course, in

- prospect for the years after 1990, which is one of the several reasons that the

* restructurings effected thus far are merely "a step in the right direction", as

the Finance Minister has put it, rather than a definitive resolution of the

* problem.

A couple of other features of the restructuring should also be kept in

*mind. One is the tying of more of the interest rate structure to LIBOR rather

*than to the U.S. prime rate. This together with negotiated reductions in the

* differential above prime and LIBOR will, according to the Ministry of Finance

and Public Credit, save some two billion dollars in the 1986-90 interval. In

* addition, a basis was established for converting part of the debt, a portion of

that held by banks outside the U.S., from dollars to other currencies. The

effect of this process, now in the process of implementation, should be to

diversify the risks Mexico has faced in its overwhelming dependence on the value

7



of the dollar and U.S. interest rates. Chiefly this option has involved banks

in Japan, the UK, France, Canada, and Germany, but signficant amounts are also

involved for Switzerland, Italy, and Belgium and, in lesser measure, the

Netherlands and Austria. (On the other hand, any significant weakening of the

dollar may undercut the benefits of this re-denomination.)

All of these developments have served Mexico in good stead up to this time

and should continue to favor the country's external position for the rest of the

decade. Further, by considerably lengthening the maturit structure of the

debt, the renegotiation process has established a greater convergence of

interest between the country's creditors and national policy-makers. Both have 0

to look beyond the current crunch to whatever coherent set of policies will

reactivate production and enhance the long-term vitality of the economy, an

interest shared by most foreign direct investment as well. As the 1990s %

approach, however, with their projected higher servicing and amortization

schedules, it is altogether likely that the pressure will build for yet another

stretch-out period and for further interest relief. There may even be a

repetition of the involuntary lending exercises of the recent past, though with

much more difficulty than hitherto since regional U.S. banks have already

evinced a growing reluctance to maintain, let alone raise, their country

exposure. It is, in fact, probable, as we shall see, that the Mexican view that

voluntary-style external funding will resume as a reward for the country's

generally creditable performance will prove to be unfounded.

Adding to the complexity is the fact that apart from the twice-rescheduled

public debt, there is the problem of a sizable external private debt, of which

almost $14 billion has been refinanced through the innovative FICORCA scheme.

The servicing schedule for this private external debt appears" to require some

$10.87 billion for 1986-90, but ,with the end of various grace periods by 1990, a

resumption of principal payments should require heftier outflows in the years

B4
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* thereafter. This fact will not be lost an the country's creditors and will add

to the uneasiness with which they approach the next decade. The figures haveN

* been impossible to come by, but it does not appear that any substantial segment

of the private debt has been converted into equity and thus taken out of the

scheduled repayment process. Presumably, too, some $3-4 billion of IM'F

resources advanced during the 1983-85 stabilization program will have to be

- "amortized"--as, formally, an exchange of reserves--during 1986-89, though,

* fortunately much of the SDRs remain undrawn as of now.

Doubtless it was in the expectation that 1985-90 might well require further

significant adjustment of the debt structure that economists and debt

- negotiators from Mexico met in July of this year at faxtepec with their

counterparts from other Latin American countries to explore new avenues of debt

*relief- e.g., reduction in the loan-loss reserve requirements that discourage

banks from foreign lending, more flexibility in capitalizing interest deferrals,

capping debt service payments at a percentage of export earnings, and so on.W

Behind the vagaries of refinancing and the apprehensiveness of the locked- 6

in foreign lenders is a generally good but nevertheless mixed record of macro-

*economic management. Through much of 1984 it looked as if Mexico had been

making substantial progress in overcoming its main problems, and a considerable

number of observers thought that the country would, in 2 or 3 years, have moved

much closer to its long-term growth trend of a 5-6% annual increase in real GNP.

* * Most notably: the public sector deficit, as a percentage of GOP, had been

* reduced from 18.8% in 1982 to 8.5% in 1983 and brought down further to about

7.6% in 1984 (a figure well above the target); inflation was tamed from 1982's

99% and the 102% of 1983 to just over 65% in 1984; and real GOP, after falling

in 1982 and 1983 managed to rise by 3.5% in 1984. The inflation figures were

also off-target, but particularly heartening was the fact that in 1984 real
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. output gains were registered in manufacturing, agriculture, and service exports

(cross-border trade, in-bond plants, and tourism). For the first half of 1985,

the economy picked up additional steam and was moving ahead at around a 6%

"* annual growth rate--too fast, as things turned out.

More recently, however, the Mexican record has begun to look somewhat

tarnished, on account of factors important to consider in assessing prospects

for the next five years. In late 1984. for example, fiscal austerity began to

weaken and it was clear that still greater budgetary control would have to be

applied to state-owned enterprises, relatively few of which had been in any

significant degree privatized (or reprivatized). As mentioned above, the

deficit/GOP ratio was above the originally scheduled target, as was the

inflation rate, and, worse yet, the continuing high level of inflation was not

adequately reflected in the exchange rate--despite the country's unhappy

"- experiences in 1975-1976 and 1981-1982 with the consequences of an overvalued

currency. What with the return of unrealistic foreign .exchange rates and the

- still fresh memory of the 1982 imposition of exchange controls and the partial

confiscation of the real value of dollar deposits in Mexico (the so-called Mex-

dollars), the evidence suggests a renewal of capital flight. By mid-year

Mexico's foreign-exchange reserves had fallen 2-3% from their level at the end

* of 1984. Though the rate of daily devaluation was stepped up in December of

1984, so little headway had been made in dealing with inflation that a further L
acceleration of devaluation soon proved necessary and by the middle of this year

. another "maxi-devaluation" had to be implemented. In any case, few serious L
observers can be found who think that in 1985 the inflation rate can be reduced

to 35% and the deficit cut to only 5% of GOP. Just as the ill-fated legacy of

"" fall, 1982, virtually assured capital flight for the indefinite future, the

failure to maintain deflationary policies until the rate of price increase could

*- be brought down to that aimed for in the stabilization program will nourish
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inltoayexpectations for tebalance of the decade, exacerbating the

problem of capital export, creating additional uncertainty over the exchange

rate, and inhibiting business planning for export-led revival.

Petroleum Constraint

Oddly, in view of what has happened of late, one of the distinctiveU

features of Mexico's successful development, before the mid-1970,, was the

country's diversified pattern of exports, a feature shared only by Peru for at

least a good part of the time. However, the very factor that made the 1970s so

exhilarating--the petroleum boom--was also the factor that undid this

*traditional source of external strength. For better or for worse, the success

of the economic recovery program is tied closely to the uncertain fortunes of

* oil, which now accounts for about three-quarters of Mexico's foreign currency

*earnings of approximately $21 billion. Oil also accounts for 50% of the

* government's revenues.

What this constraint will mean for the five years ahead is difficult to

foretell with any exactitude, but there seems to be little grounds for believing

* that petroleum exports will prove a source Of strength. Just recently, for

* example, Mexico has had to cut the price on its oil sales and has also exper-

ienced a drop in the volume of output, chilling the hopes of those who hoped

that the country's considerable wealth in liquid hydrocarbons would provide

relief for the debt burden. Heavy crude was reduced in price in June by $1.50 L

per bbl., bringing it to $24, while in early July it was cut further, to $23.23.

At the same time, the price of light crude (35-40% of exports) was slashed by

$1.24, lowering it to $25.75 for the U.S. market. Depending on the light/heavy

mix and the mix of regional markets, in each of which the prices are slightly
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* different. (1) these cuts could pull down export earnings by $540-780 million,

assuming no change in production. Indeed, these reductions already raise the

prospect not only that the long-term debt will have to be renegotiated but also

* that there will be a mare than was expected need for additional short-term

financing. Should the average price fall to 522 per bbl., for example, the

$1 billion of new leans that Mexico will likely have to obtain from banks

*could double. Besides the price weakness, the oil glut has also meant some

*loss of customers so that oil shipments hove dropped to their lowest level in

four years. Japan, for example, recently took account of this situation by

- demanding a reduction in oil prices. Spain went further and suspended -

purchases.

According to some calculations, a drop in the price of oil to $20 per bbl.

*could cost Mexico almost 54 billion, some 28% of its earnings from oil last

*year. Since 108 estimates show that the country's major non-fuel commodity

exports may average only 3% higher in 1987-90 thin they did in 1984 and will be

the same that year as in 1986, developments in the offing for petroleum will

take on a special importance. What, then, of the future?

In its authoritative World Economic Outlook: April 1985, the IMF concludes

that "it is not possible to make a projection of the price of oil with any

*degree of confidence" (p. 141) and notes that "the price is potentially very

unstable" (p. 142). Hedging its forecast as tenuous, the IM~F report suggests

*that the price of oil may remain unchanged, in real terms, through 1990, largely

* on the assumptions that a) energy conservation and oil-substitution effects may

tend to diminish and b) non-OPEC oil output may increase at a "slower pace than

in the recent past"

*1 In an effort to diversify its export markets, Mexico has set discounts on
sales of oil destined for Asia and Europe, the latter receiving the lowest
prices. The U.S., which pays the highest price, takes about half of
Mexico's oil exports, and all of its natural gas exports.
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For a number of reasons besides the disarray in OPEC, caution in assessing

Mexico's future might argue for a somewhat more pessimistic scenario, with the

possibility that oil prices may average $23 by next year and go lower after

*that. For one thing, the long-hard winter of 1984-85 in both Europe and the

N U.S. helped boost consumption of oil, as did the protracted strike in the

* British coal industry, which propped up the demand for heavy oil in particular.

Should the weather resume a more normal course and labor peace prevail in the

British collieries, two of the factors that heretofore helped maintain the price

level will be missing. A third factor in price maintenance has been the sharp

cutback in OPEC production, particularly by Saudi Arabia, and it is by no means

*clear that this substantial unused production capacity will remain idle in the

*face of a) mounting pressures on several OPEC states to 'raise output and b)

*cheating by the OPEC members. Ecuador and Nigeria, for example, are already

asking for higher OPEC quotas (and, apparently, selling above the quota limit

*even now), and Saudi Arabia end Kuwait may In time need to try to increase sales

* as well.

*Since a fourth price-sustaining factor, the Iraq-Iran war, may quite

* conceivably move to resolution before 1990, additional supplies are likely to be

*shipped from that source, too, eventually. Considering that the UK, the USSR,

Norway, Malaysia, and Egypt have decided not to curtail exports and, in fact, to

*step up production, and that fairly significant new oil finds have materialized

in Colombia and Brazil and additional output seems to be in prospect f or

Argentina, the rather slow pace of global economic growth would appear to raise

*the distinct possibility that Mexico might f ind its petroleum price slipping

downwards in the next few years, obliging it to accelerate production and

exports in an attempt to offset the drop in price. In any event, the situation

is sufficiently problematic in respect of petroleum that both debt management

and fiscal policy are likely to feel the impact well before the end of the

13



* decade atrives, probably in the next year or two. There is some evidence that *

banks are already beginning to feel a bit skittish about the outlook.

* Trade Relations

Important as it is, the petroleum sector is by no means wholly

determinative of Mexican development, so it behooves one to review the prospects

for the rest of the external sector. Again, the picture looks mixed, or at

least certainly far from assured, quite apart from the serious adverse impact on

the important tourist industry that has been occasioned by the perceived rise in

the level of violence in Mexico.

During the Lopez Portillo administration the truculence of an influential

segment of the Mexican policy community defeated the proposal to join the GATT

and even prompted an ill-conceived and costly defiance of structural conditions

in the international oil market. Nevertheless, there was later hope that,

amidst the worst days of the cuisis. the design of policy would be decisively

- ~ revamped in favor of a more open-economy model of growth. The strategy of the
-0.

-4 6 . .
1970s had, after all, focussed on massive capital projects (mega-projects" they -'

were sometimes called) that were heavily dependent on imported materials--e.g.,

*petroleum installations, steel mills, and electrical power plants. Official

*thinking was also running strongly in favor of deepening the country's

industrial structure (into capital and intermediate goods production) by

pressing forward with a second wave of import-substituting industrial policy, a

*strategy that would have had to reckon with high import coefficients of

investment outlays for a number of years. Inasmuch as none of this looked

*feasible under the radically changed conditions of the early 1980s, the chances

seemed promising that Mexico's vaunted policy tradition of pragmatic

adaptability would reassert itself. It may be going too far to say that,

instead, Mexico's policy has become increasingly totemistic, but on a nurber of

*counts the country has not shown quite the commitment to the new orientation one

r
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might have hoped for.
'..-,

It cannot be denied that significant headway has been made. Among such

corrective measures, for example, was the liberalization of price controls over

broad sectors of the economy. Price restraints were lifted, at the outset of

1983, on some 4,700 items of the 5,000 that had been placed under control by the

time Lopez Portillo left office. The process stopped considerably short of

comprehensiveness, as, to protect consumers in the face of severe inflation, the -'

controls remained on around 300 "basic" items: e.g., rice, sugar, corn, cooking

oil, eggs, detergents, washing machines, primary petrochemicals, and so on.

Even though some predictable problems have arisen, involving short-term

diversions of productive factors to non-controlled fields, the move was clearly

a step in the right direction in terms of gearing up for broad-front export

success. Further, the announcement this year that the government would shift

from import licenses to tariffs as the mainstay of commercial policy is likewise

salutary in that it should abet development of a more transparent economic

structure and, in the long run, facilitate bringing Mexican prices into closer

alignment with world market prices. In the initial phase of the plan, import

permits are to be dropped from nearly 4,000 items, mostly raw materials and

intermediate products. Among such are steam turbines, centrifuges, some

automotive components, and dairy cattle, but the list apparently includes a

great many less essential items as well. Already in April 1985 the first group

of 500 or so products was announced. By the end of 1986, some 3,500 capital ""

goods and other finished products will be treated similarly. By November 1989,

presumably, import permits will be removed from most of the remaining items,

including petrochemicals and automobiles, but the date for completion of this

form of trade policy liberalization could come sooner since this year the

process has already been accelerated. It is worth noting that prior to this

change in commercial policy, a number of items requiring import permits jere, in

15 /3

.. %



practice, not allowed to be imported at all because of the influence of local

producers; now at least some of these goods can be brought in with payment of

duties ranging from 10-50%. Still more innovative was the recent policy

proposal to allow any non-luxury good to be imported without need of license if

the domestic supply price is more than 50% above the foreign price.

Both the relaxation of price controls and the phasing out of import

licensing will eventually help redeploy resources into closer approximation of

the economy's underlying comparative advantages even though the full impact of

their beneficial effects may be limited in a time horizon of only five years.

Helping things along, in the meantime, are a number of other measures. The

export financing scheme, Fomex, that was set up a number of years ago has proved

to be increasingly attractive for foreign buyers (perhaps partly because it in

no way increases the exposure of U.S. banks to Mexican risk), though the element

of subsidized credit in the program is destined to be phased out in compliance

with the new U.S.-Mexican bilateral trade agreement. A new export promotion

program, Profiex, set up in spring, 1985, amplified the functions of IMCE, the

foreign trade institute, and significantly reduced the complexity of

bureaucratic procedures for exporting. While such steps as these have raised

the anxiety of Mexico's intellectual establishment that the government is

contemplating another effort to join the GATT, their immediate impact on Mexican

exports has been difficult to ascertain. In point of fact, non-oil exports grew

by 18% in 1984, but exhibited some deceleration towards the end of the year.

The fillip the new policies might be expected to provide has hau to work against

a notable slowing of expansion in Mexico's most important export market.

Of probably greater immediate impact was the decision taken, after the

traumatic second devaluation of 1982, to resort to a crawling peg or series of

daily mini-devaluations. To the extent that this signaled a greater

determination to avoid the overvaluation that had, prior to 1976 and 1982, been

- . .. -C-.



so detrimental to exports (and a powerful stimulus to excessive importing), the

measure should have been of assistance to businesses in reorienting their

production plans. Insofar as, at least temporarily, the peso experienced

periods of undervaluation, the incentive to export was even heightened--though

there have been two partially offsetting factors. For one thing, the exchange-

policy shift to a cheaper peso and more expensive imports has afforded somewhat

greater shelter for import-competing production in the home market, helping to

cushion the move towards trade liberalization. For another, to the extent that

new production for export might require additional capital outlays, the rise in

price of imported investment goods would tend to elevate the export cost

structure and shrink profits. That this is an effect that would sooner or later

be shared by industries geared to domestic sales is not particularly relevant

for the time being; with substantial idle capacity on hand, these industries are

fo the most part not in need of additional fixed capital to expand output.

Besides these problems, two others lurk in the wings. The attempt to

stimulate exports by changes in the nominal exchange rate tends to fuel

inflationary pressures in the short-run, thereby hampering realization of

another major policy objective. Up until recently, a certain laxity in pursuing

disinflationary policy blunted the importance of this consideration, but as the

government gets around to mounting a more sustained attack on inflation, this

negative aspect of currency devaluation will gain a certain salience. Since

this year's prices will probably end up 50-60% higher t-an last year's, well

above the target of 35%, a more vigorous contrainflationary is likely to be a

feature of 1985. Similarly, as the level of aggregate output climbs in the

course of recovery, the present strong negative impact of unemployment and

underemployment on real wages will lessen. As this happens, Mexican labor is

likely to become more reluctant to accept the reduction in real wages that

normally accompanies a devaluation in the short-run, an effect that is, at

17



present, swamped by the impact of joblessness. There are, of course, still

other problems associated with relying on exchange rate changes to promote

exports. For example, devaluation can lead to higher interest rates that

discourage investment. Moreover, a good portion of the country's exported -.,

manufactures move abroad as intra-firm transactions by multinational

corporations; once production facilities are in place, the influence of

exchange rate changes on these trade flows may not be great, though realistic

exchange rates would seem to be important for getting such facilities installed

in the first place. .-.

In any case, conducive to exporting as this exchange policy might have

been, the continuing rapid inflation has.caused the daily adjustment rate to lag

behind the rate of price level changes in Mexico (or, more properly, the

difference between the Mexican rate and the rate of inflation in the country's

major trading partners). Thus, from time to time an overvalued peso has again

appeared as a real threat on the horizon. Would-be Mexican exporters have, of

course, not been insensitive to this possibility, though, even so, there have

been a number of major export-oriented investment projects underway and the

maquiladoras along the border have been generally thriving. It is significant,

however, that the non-petroleum export program that looked so promising in 1984

appears, at least for the moment, to have run out of steam, such exports having

dropped 14% in January-May 1985 from the level of the comparable period in 1984.

The next few months should tell the tale of whether Mexican authorities are

seriously determined to avoid the problems of unrealistic exchange rates. If

they are, then the major dampers on Mexican trade expansion will be (a) the

relatively slow growth rate in Europe and, for the past half year, the U.S. and

(b) the possible strengthening of protectionist reactions in the U.S. if Mexican

manufactured exports should go up significantly. Not having subscribed to the

GATT, Mexico was, of course, particularly vulnerable to charges of unfair trade
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practices until the bilateral trade agreement signed earlier this year reduced

the likelihood of protectionist barriers by requiring an "injury test" before

any countervailing duties could be applied. At the same time, the U.S.

recognized that a good many of the past allegations of subsidy were groundless.

For its part, Mexico eased the way toward the agreement by agreeing to phase out

export subsidies and moderating a decree that had been vigorously resisted by

U.S. pharmaceutical firms. The small share of the U.S. market most non-

traditional Mexican exports will represent even by 1990 would seem to make the

chances for retaliatory action slim save in a few fields. Nonetheless, this

cannot be disregarded. By mid-1985 the U.S. government, bowing to protectionist

sentiment, withdrew GSP duty-free privileges from $375 billion in LOC products,

including Mexican automotive engines and concrete blocks among other items.

Partly the concessions were withdrawn automatically because imports surpassed

certain volume limits, and partly this happened because of complaints -from

competing U.S. manufacturers. The severity with which the U.S. appears to be

moving against Brazilian shoe exports also suggests that Mexican fears are

justified. Even so, the more likely impediment to expanded bilateral trade will L
be the already marked slowing down of the U.S. growth rate and the adverse

impact of the next U.S. recession, a set-back that is virtually certain to occur

with the 1986-90 interval.

Other recent measures demonstrate the ambivalence and timorousness with

which Mexico has been approaching a more open-economy model. Recognizing the

critical role of export diversification as a replacement for oil and debt as the

driving force in national economic revival, the government has recently

announced that it will lower protection on eight key industrial sectors,

including such fields as ;.uto parts. apparel, and metal manufacturing. Actual

implementation, however, is sure to run up against stiff resistance from

nationalist politicians and technocrats, from local private businessmen who fear



they could not withstand sharper foreign competition, from the managers of a

number of state-owned enterprises, and even from the foreign enterprises that

reap extra profits from their protected Mexican markets. Though there are

compelling reasons for the government to install the program anyhow, one does

not need to go all the way back to the GATT fiasco of the 1970s to test the

strength of the opposition. Just this past spring, for instance, the government

proposed the bold Dimex program for encouraging exports by granting manufac-

turers duty-free import rights for up to 40% of the value of their foreign

sales. So vociferous was the objection that the program had to be put on hold

and substantially modified. The amount allowable for importation was cut to 30%

of the exporter's foreign earnings, none of the goods imported can be directly

re-sold, and certain product categories (e.g., pharmaceuticals, automotive

parts) were excluded. Well over a quarter of Mexico's total imports, in fact,

fall into the excluded categories. Somewhat paradoxically, then, the chief hope

for serious trade liberalization and restructuring the economy toward export-led

growth may lie in a further weakening of the market for the country's main

export, petroleum, and in the growing reluctance of foreign lenders to put more

money into the country.(2) If these trends materialize, as there is some reason

to expect, and if the slowness of U.S. economic expansion- limits the "automatic"

spill-over of demand for existing Mexican exports, then the country will

probably be driven by circumstances to embrace the reorientation needed to put

its longer-term economic trajectory on a sounder footing.

2 In mid-1984 the government had announced that it was expecting $1 billion

a year in new foreign capital, but the total for the year turned out to be

only $391 million. A probe by Nacional Financiera of the international

credit market in early 1985 found no lenders willing to respond.
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Investment

Much has been reported about the trials and tribulations of the IBM

investment project, and its details certainly bear scrutiny for the light they

shed on Mexican industrial policy. What should not be done, however, is to take -

it as a signal of any major change in investment policy. The case is singular

and very few other companies could, or would be inclined to, take on the

enormous administrative expense that IBM had to absorb in handling the

protracted negotiations in the matter. It is pertinent to note that on his

recent trip to Europe, President de la Madrid was, apparently, circumspect in

talking about the prospects for taking a more relaxed attitude toward wholly-

owned foreign subsidiaries, and the intellectual establishment in Mexico remains

agitated over the policy decision in the IBM case. Much as foreign investors

would welcome it, the Mexican government 3till seems indisposed to go all out to

encourage foreign capital inflows save under very carefully controlled

conditions.

More relevant to judging where the critical issues will be in this policy

area is the combination of constraining circumstances reviewed in the previous

sections of this paper: namely, debt refinancing, the prospects for petroleum

earnings, and the restructuring of the economy to enhance (or regain) export

versatility. The fact that Mexico will face relatively bleak prospects in

getting new financing from abroad, that the fiscal system will not be exactly

buoyant in supplying rising revenues, and that public spending must be curbed to

deal with inflation all mean that the government can no longer play its

customary role as the main engine of growth. In addition, one does well to keep

in view certain more general features of the evolving investment environment.

To give credit where credit is due, it must be recognized that a number of

developments have made for a more attractive investment climate. Without

discussing these in extenso, we can at least take note of them. In the first
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place, the recent introduction of the "super-free" exchange rate, coupled with

the authorization for the banks to buy and sell dollars in the parallel market,

and the decision to let the controlled rate used for the great bulk (around

80%) of international business transactions move henceforth in a controlled

float should help keep the Mexican economy in closer touch with the price

structure of the international market and in so doing reduce one category of

risk that has tended to plague investors both domestic and foreign. The deci-

Sion to liberalize imparts should mitigate the inflationary impact of this step

and in any case exert a strong influence in favor of more efficient patterns of

resource allocation at both micro and macro levels. If to all this be added the

reforms realized thus far in the prices charged by public enterprises (e.g., for

elasticity, gasoline, and many other commodities) and the efforts (not yet

wholly successful) in moving to'positive interest rates, it is clear that rela--f.

tive prices have been altered in many key areas of the economy- -in directions

that, on the whole, add realism and help undo the conditions that contributed to

propelling the economy into crisis in the first place. Substantial reductions

* of the public sector borrowing requirement as a percentage of 'JDP and the

* imposition of new controls on central bank financing of the deficit should,

eventually, facilitate putting today's idle capacity back into production and,

* in due course, meeting the new investment needs of the productive sectors--

through the recent drastic increase in required reserves and other measures

aimed at controlling inflation will, temporarily, produce very tight monetary

conditions and drive up interest rates.

* A great deal of structural improvement, in other words, has been brought

about that will, in time, redound to the benefit of the economy as a whole. Not

least of the "general factors" is the expectation that the reimposition of

austerity on the public sector will restore confidence that the government is,

s:rO
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in fact, in control of the situation. If the government is Successful in

sticking with its recent efforts to pare back the bureaucracy as well as certain

* other categories of public expenditure, a significant start will have been made

that matter, the parastatel sector as well. Three years remain in which to

* consolidate the new policy design, but should it begin, before 1989, to lose

* coherence, business confidence would almost certainly go downhill rapidly. The

policy rollercoaster of the Past two administrations, in combination with the

* acuteness Of the 1982-83 crisis, pretty well exhausted the reserves of

confidence that had so painstakingly been built up over the previous three or

four decades.

Helping the restructuring along are other measures such as the de facto

*reintroduction of private banking, in the guise of investment banking

*operations, while some adroitness has also been shown in reforming the

*nationalized banks. Mioreover, though 100% foreign ownership has remained a

* sticking point, as long ago as-early 1984 the government announced 34 categories

of industry in which majority foreign-ownership would be permitted: e.g., farm

*machinery, food processing equipment, textile manufacturing equipment,

pharmaceuticals, large turbines and turbocompressars, telecommunications,

synthetic resins and plastics, advanced biotechnology, and others. Besides .
this, majority foreign ownership was also held out as a possibility for

* investments meeting such other criteria as export promotion, geographical

dispersion, and so on.

It is against this background that the IBM' case is instructive for the

future. Among other things, it reveals the governments willingness to brave no

little domestic criticism to facilitate foreign investment that a) contributes

substantially to exports (IBM must export 92% of its microcomputer output), b)

aids materially In the development of local supplier firms, c) represents a
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substantial increase in project scale, d) aids in up-grading national

technology-development capabilities (e.g., a new semiconductor technical center

and a software development center), and e) shrinks the spread between the rrices

of Mexican manufactures and those prevailing abroad. Not the least significant o

aspect of the decision is its indication of the government's intention to reduce

the outdated technologies foreign. firms have apparently been bringing to the

protected Mexican market. For what it is worth, all of these aspects of the

decision seem to confirm the outward focus in today's development policy and

bring the style and configuration of the Mexican approach into fundamental .-.

compatibility with the GATT framework. In the sense that foreign investment

has, for long, had to conform with national objectives, little has changed. The

national objectives themselves, however, appear to have been redefined and now

seem to set the economy on a more mature course, one that bodes well for

Mexico's evolving participation in the world economy. The critical issue to

monitor in this respect will be any evidence of backtracking from the implied

new commitment. Given the context in which the new policy set must be worked

out, failures to follow through will probably be exceedingly costly.

Political events this year suggest that thus far the country's remarkably -""

- firm system of institutions has been up to the task of crisis management. A

*. certain, perhaps increased, testiness over small issues is to be expected, but

the chief question now on the table is how well the new grand design for

-.*" development strategy resist the attacks that are sure to be mounted against it. . ..-
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Introduction

Even before the eartquake of Septainw, 1985, it wa nra Iy

qinale that Mexco could Where to the adjustmnt and stabiliation pcmgru'

that it had worked out with the 1W and that had received mh accolades frma

the itrainlfinancial comuxdty. Indeed, the country had an a nwmtmr

of couts already fallen into iac2 with the aproved scenario.

Rather than precipitating a new stand on the etrnal debt and its servicing,

the disaster and the struction I it iplies should vore accurately

be viewed as sinply providing a convenim oocasion for the ver.ment to

begin to talk publicly - in omqaw with Brazil, Peru, aid other countries -

about the need for a substantially altered approach to managing its eomnc

Alongside the immediate question of designing an g rrpriate strategy for

recovery lies the larger issue of the oountry's dewlopw± strategy in general.

This, in turn, involves a whole omplex of issues. sce, of undeniable

importance, must be addressed by the policynakers of this b t..isati-

but without much prospect that significant positive results can be obtained

by the end of the decade. Suc, for exanple, is the case with in m"

distribution, esplomnt, agricultral dmae1opznt, and decentralization.

Even so, it will be important ta tft ocorse of policy to ascertain

that problem in thes areas are being o11ively c so that

eventually scae headway can be made in their resolution. The alternative -

manifested in either neglect .r d policies - is that they all can

becma much worse, even in the interml of the next five years. On the other

hand, it ahould be possible, within the nee brief span of time, to hoX.".

substantial accomplislhmen in realigning certain sectoral priorities, a ...

realigment that wuld represent, as it ere, a down payment on a wore general

restructuring of the econmy to make fuller use of the impressive productive

potential that has been biilt up over the years.

Z!..
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Ep1oymnt and Incme Distribution :-

7he lopsided distr t of incm is hardly a novel issue. Fzu the late

1950s, in fact, when the work of Adolf Sturthal and Ifigenia de Nmrrete began

to document eupirically the extent of eoonuc inequality, the issue has never -

been far fzcm the surface of political1 discussion. Later investigators-

foreigners like Singer and Wilkie and a whole host of Mexicans tmives -

have helped to keep the debate going, or, ore exactly, have contidbitd data

and interpretation to fuel a controversy generated by the objective conditiom

of Mexican development. For example, as recently as 1980 a World Bank study

corclixkd that the distribution of inom has no~t changed much since 1963, :in

spite of all the other significant changes the ec==W has experiened in the

intervening years. he literature of developunt suggests that most countries

experiencing rapid growth will-, by virtue of the process, experience an interval

of increasing inequality before they are able to begi4 to reduce disparities.

in the distribution of wealth and incone. This insight has done little,

however, to dampen the country's lively interest in the question of W1o gets

how much of the benefits of growth.

It will be sare time before one can say for certain how the events of the

past three years have altered the distributional picture. Real wages have

almost oertainly fallen in absolute term for at least three reasons. Partly

this has cone fru the officially enforced deliberate wage restraint the

govermnt has employed in an effort to oubat inflation. Partly, it would

derive frcai having to accept a higher level of overt uneployment, and probably

disguised uneuployment as well, with the cutbacks in governament spending program

and the recessionary impact of the crisis on private-sector produc levels.

In the third place, the liberalizaticn of price controls and adption of a

more realistic exchange rate regime boosted prices on both a segment of

domestic ouput and a very broad range of iziorts. This adverse absolute
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iiact, coupled with a ma ,d deoleratin in the yprodion of variu socji

goods, has Sobably sufficed to rdkidle piblic argme even if, in relative

tent, the actual dstirtional Inpact are rather more ambiguou.

O can go further still in reasonable conjecture about the ourse inom

distribution has taken of late. gzs~ what happmnc to the industrial

and constructi omsctors and, above all, to the larger firm that hWl been able

to borrow most heavily abroad up to 1982,there can be little dou that

business profits have suffered even shnhw revrses than have aggregate wag"s.

The fate of the largest private ccmgliIrate, the Grupo, Alfa, illustrates this

impact especially clearly, though rot all business o01 l at, even in

Monterrey, wre hit quite so severely by high interest rates abzoad, the

devaluatins, ard problem of convertibility while dmestic aggregate dand

ws in difficulty. Scme had not borrowed so mch abroad, and gore .ike Grupo'

Visa, operated oz e heavily in lines not quite so vulnmrable to the national

downturn. Even so, the crundh carrot have dealt kindly with the faixs obotto-
.- q..

line" for a good mny of the major industrial film. Fprther, the rez-l from.

the private sector in Septerber, 1982, of %hatever financial profits the entire

banking sector had been able to ge served, of oou=we, to redce sti l

further, and directly, the share oFfmad inxxoo flowing into private-sector.

profits. Again, the share of profits aocruing to the moeaffluent investors

would have been particularly affected. )barad' _le, the governments espoused

objective of putting an end to the decidedly prefe tent on which-

large private corporations fomErly obtained loans from their affiliated

financial intermdiaries would, if it has not alrea done mo, ilirectly bear

on inxx:e distr~bu,.on patterns for the future, shifting inome share frt-

the largest borrowers to medium and ualler sized fin.

As the foregoing csuowgtanoes sugest, personal izoie distrtit is

a cMpleXcy determined P, extraordinarily so in an eoonmo Maaracterized

. . . . . . . .. . . . . . .. . . * .
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by the eftent of int ervetiacni that Mdco wocks with. 2he arbiguity

surrounding the actual incidence of varion policy measures and trens, especially

mhen several are changing si iltaneously, rot only makes it terribly difficult

to judge just uhere particula grups wind up, but it may also serve, after a

fashion, as a protective shield for the government: vhe all is said and done,

uncertainty and confusion can have their uses in defusing or at least blunting

discontent. in adition, the very different c - r~ in %ftidi different

groups in the popMlation live can shape the outcomes of policy developmut

and trends in no less different ways. Very likely, for eacauple, many in the

poorest income categories have been sheltered by their very % iAtanoes from

further terioration in their ecoomic standing. For uos, this is the

case because they are so little involved in the market at all; for others,

because of their access to various public support syst. Somewhat above

the poorest strata is another very considerable, if i, number

of people of modest circumstances who may actually be benefitting fruu the

present adversity:. the dependents of those working, illegally or otherwise,

in the U.S. and, of course, the migrant workers themselves. 7he stalled U.S. -

legislation on immigration pretty much ensures that surplus labor factors

will continue to be exported, taking at least a modicum of pressure off sce.

labor markets and helping to arrest the decline in real wages. Higher still

on the income lader is another set of relative gainers, one no less illusive

frrm the standpoint of social measuring: the upper-lower and middle class

persons (and their families), in both the private and the public sectors, who

deal in the contraband traffic or who serve as the informally rerded

gatekeepers for transactions with the rest of the world.

Meanwhile, the impact of national eooncnic adversity on the personal

ines of mst of those at the top of the sociooncmic pyradid has dbtlIess

been cushioned by the windfall gains they have harvested from the areciation

L
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in peso tent of their very considerable asset holdings abroad. In lesser

neasure, this tactic May also have benefitted lower dam. r1e main problems ;

therefore, concern those g in betpen, say, the big and lo-st

deciles. hat has happened to those laboring in the inform sect, for exle,
cannot be as yet but it my MU be that tezm-of- and.-

incue effects have tilted aggregate dwwn towards the output of this sector,

enablin the trpn and wrkers therein to hold their am or possibly

even increase their relative standing. 7he aarent partial recovery of output

in certain rxKxKurable goods lines and in part of the agricultural sector, which

has been favored by weather and noved pricing policies, would also work in

favor of =001m groups, including labor, who are well below the uer echelons.

7hese, together with those in the inport-ccnpeting industries and infotsl-

sector operations, will probably continue to gain both absolutely and relatively

for the next few years, the latter for the reason just mientind and the fonier

because of the substantial price increases on inported goods. Tb be sure,

weather always poses a significant risk for those Sn the rural sector,

but at least they are not likely to suffer frm either policy inattention or,

worse yet, policy discrimination for tb =&- several years.

Thus far, both property and THEur In s in the export sector have

perfonmd Coonaratively well, onsidering tt status of the eoor=W as a whole,

with touria (up to the tine of the earthquake) registering am gains and

manfaturngexports also showing an e xgigstrength before this year.

A1t 4a manufacturing industry as a whole dropped by nearly 3% in 1982 and by

over 7% in 1983, before rising just under 5% in 1984, the share of exports

in manufacuring output mved from 3.8% in 1982 to 5.4 in 1983, and reached'

6.3% in 1984. Before the tragedy of this Septrdi , the intensifying need to

* service the external debt seemed to augur an even more sustained and consistent - -

attentim to export pmaiotion, quite apart from its uplwynnt and ino.ite-
5-~9 2':-



distxibti oore s. 2 adit.onal bul e-of-paymnts pressure the

cmtxy wil face in the aftenth of the quake shold mrefore virtually

guarantee a continued active cultivation of all available export possibilities,

at the same time that reconstruction itself will doubtless have a positive

effect on federal district construction workers and entr eeurs. Both

groups should experience inoome gains from now until the end of the decade,

trade agreement negotiations with the U.S. having probably alleviated, if not

elimnated, the protectionist threat to maufactured and other export products.

7he greatest dan&er frn U.S.-4exican economic relations lies in the prospect

that a new U.S. recession will, in 1987 or thereafter, severely dampe Mexican

sales to its northern neighbor.

Several groups in the population, however, seem destined to fall behind

in the income scramble, anong then federal bureaucrats, utme morney wages will

miost probably lag behind changes in the price level, and ex-bureaucrats, a truly

rvel category but one likely to encmipass a groing number of discharged

functionaries as the need to rein in the public sector and increase its

efficiency wrks its almost inerable way over the next several years,

even in the context of a more relaxed adjustmnt program. Middle inom..e

groups - covering, besides the public employees, the more highly zunr-.ated

of the industrial work force as wall as business and professional people - can

only gradually anticipate any change in the belt tightening to which they

have already had to beocmue accustomed. Still other factors darken the prospects

for some groups. For example, given the need to now closer into compliane.

with a new austerity program than the country has managed to do in 1984 and

1985, the possibilities of an aggressive direct attack on unemployment and

umderwmployment are sharply harmd in by a nmbrker of circumstances, notwith-

standing the steady pressure of population growth. Almost certainly Mexioo will

have to pledge, for refinancing purposes, to do much better than it has on reducing

inflation belc the current rate. It will also have to make another effort to cut

I-0
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the fiscal deficit in half, to the targeted 4% of GDP, and try to reverse the

recent disastrous decline in the trade surplus. state-owmd ars, too,

wil be compelled to cut back, scmwthing they have not really doe as yet,

at least with sufficient seriousness to confo n to the austerity plan. Only

em rather marginal operations, mzbering ew 200 or so, have been put up

for sale. 2u.s, except for rr wtxwtio n aected with the earthuake,

the prosects for public works spending to .hs P1 ployment are dimi need -

particularly outside the federal district. Plr this reason, x-ntruction is

riot likely to recover vigorously for severed more years in most parts of the

country. Zn wsqece, export sector expansion, hitherto a slender reed

indeed on which to lean, will almost perforce bear much of the responsibility

for whiatever is to be wx lshdalong the eaployrnent front - this and agri-

culture, asewning good weather.

The National Development Plan for 1983-1988, which is more than just a

wish list and is a docment that offers a great deal of insight into the

goverzient's thining about public policy, talks a great deal about enployment

and a mre egalitarian society. 7his is, of course, not surprising for a

country in wtich the labor force is growing 3.8% a year and ecoomic dispaities

are so marked. "Sociedad lgualitaria, h-flact, coes right after "Nacionalism

levolucionario" and "Demvcratizacidn Thtegrul and before "lanovacidn Moral"

and "Descentralizacidn de la Vida Nacional" nazngst the chief ais of the

government's program. 7b track the language of the plan, job creation is seen

as the very "cornerstone" of the oociedad 'Jualitaria.

Over the shorter haul, eoomcmc recovery is, properly, seen as the sine qua

non of eiploment policy. Beyond this, as a close scrutiny of the plan shows,

the process of job creation is viewed primarily as an outgrowth of decentralization

or regional development policy, of the promotion of additional eloyment in Al-

blighted urban areas thogh pblic works, and of the goverment 's intention

.... . d / .
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to have another go at integrated rural development. 2fw loner-tem connection

of population policy with euplyment and ircome distriuZtion probluis is also

recognized. All in all, however, over the shorter haul the most notable

advances in official thinking about eployment policy cme in the willingness

to assign part of the blame for underemployment (and the ualdistrihition of

inam) to the protectionist industrial policies of the past. More

sophisticated, too, is the official recognition nmedays that overvaluation

of the peso has tended to skew oonsuz*to towards imports and, additionally,

to favor the consumption spending of the rich by subsidizing the production

of goods with a high w'ort coefficient and not much of an employment

multiplier. So far sc good. Yet, though population growth is explicitly

recognized as a force contributing to economic and social inequality and to

making enployment goals harder to attain, de-ographic policy is ouched mainly

in uplifting, if unobjectionable, phrases that relate it to other objectives.

The government is clearly counting on general educational and social

" inpr: ll vent to take care of the matter. Family planning is openly endorsed,

almost in passing, but nothing Ms been proposed that even remotely resembles

a forceful plan of inplementaton in this area. There are a number of other

policy possibilities for increasing the number of Mexicans at work that have

*.. received no overt attention fron public authority.

In short, the euployment and distribution objectives that are trumpeted

as a top priority take form primarily in the other parts of the action prgram

*- of the governmnt. They therefore are constrained, in the main, by the

circumstances discussed at the outset. This being the case, the trends operating

in respect of these matters are best discussed further as an offshoot of

.hat the goverment is likely to do in industry, agriculture, and regional

development.

Sectoral Priorities

Few cntries can ever resolve for any lengthy period the question of which 7 7



sectors are to rleave rriinar mphuais. least of all is this the case n a

dynanic eo=WJ5 qx in ards rapidly ch[nging world conditions. in

3~dco the issue has, apart from the role of agriculture, focussed nostly

on the strategy to be employed in respect of industrial deVeIrSPit

Especially has this been the case since the early 19Os, wen the agricultural

sector fell into a protracted period of poncy neglect. haus, the questi-

'of priorities has oe to be debated in te of choioe betweein a state-led

deepening of industrial structure, bward-looking and nationalistic, and the

more open eomy model toyed with, and fi ,ly drcgped, bythe Ipez Fortino

dnistration - bit dusted off and rebbilitated by the incumbent regime.

The former corse of action - called a seomA phase of I-S-I - would have

enailed enci-agiag the domestic production of more capital and intermdiate

goods, i.e., pushing heavy inutry, and s::*,asizing the role of public

investment and parastatals. Massive investment outlays would have been

required to finance these highly capital-intensive lines of production, and

very high levels of protectioumld hove had to be maintained. Alnvt

certainly, considering that all the windfall petroleun revenues were used up

a and ovespe 1ig had already occurred, the mega-projects on which sxh.

a strategy would rest would have W su btantial additional foreign

borrowing. Needless to say, the era of ldfed growth has passed, and this

as much as anthing has ruled out mxh a corse of action, save in the view.

of those who favor the wholesale transfonration of exican policy into a

centrally plawed e model. Events, therefore, have helped mightily to

decide betw the options, rotwithstanding the reluctance of the more

strident and militant (or taditiona) nationalists to turn their eyes abroad

in search of markets, as well as funds for an equity-led pattern of foretign

assistance.

Ibis reorientation of policy is quite recent, however, and still very much

.' .:*0.'. * :""2 . . " :/.:.,.' ,;,: :. *.' . % S - e



in process - in its incipient stage, now woiuld say. As a projection of pusty

* practice into a now stage of development, aggressive pztectionim held the

fort all during the 1970s, sidxly defeating the proposal to enter into the

General Agreement on Tariffs and Trade. icpansion of the state sector was

* virtually unbridled, and sbtnilreveues, as well as borrowed funds, we

g marative international advantage and under almost any policyoretioJ

Mexico would emerge, as it has, as a major producer of geothermal energy, but

* the petroleumn windIfall together with the indebtedness it made possible were

* ~viewed principally as a prntrdfor pushing investmient into a hoist of

capital- and ineudaegosfields that would be set up to supply the

local market. 7b help things along, mandatory minimum &mestic-ontent and

export-performanc requirements for foreign subsidiaries were among the measures

eaployed, in adition to the conventional tariffs, inport quotas, and loans at

cKNICessrionary rates. Technology policy - i.e., new rgltnson and the

monitoring of techno-.ogy transfers, and a substantial effort to build up

scientific and enginsering capabilities - was enlisted as never before in

pursuit of the paranmmt objective. The overvalued peso added to theA

salience of the objective by the subsidy it provided for capital inports.

Only secxidarily - as part of a special oncern for the frontier zons-

did the adra industry, with its production-sharing features, c~eto

be witodied in the Mexican approach, though sectoral cxoeainbetween

the U.S. and Mexico also put In an appearance in the moitor vehicle and parts

industry before exchtange rates moved too far out of kilter.

l he viability of this approach was called into question by the changed

conditions of the 1980s, even acore vigorously than it had been challenged

intellectually iduring the great GU.T debate of the 1980s. But over and beyond
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the exigencies pod by objective c nstances, the dela Madrid qmwm *t

has ubraosd expoztt pomotion as a major slaet in its 1 11mfinition of trade V

and inwestmmt policy, seeing in it a way to restruture the scon=W and deal

with the exb al debt at the awn tizm. As the govezmmnt state. it, nmere
r e rly thanin the 1983-1988 develop5 t plan, a great y othmr pibic

objectives can similarly be pinned to thi look in industrial policy.

-hat there are elmnts of policy ctinuity must in all justice be
.1

recognized. Aseably operations, themeim an adcnowledipwt of the ned to

export, wre gliapeed, even during tIm 199 .s having a wider role to play

in Mexican developmnt, and legislation was enacted to permit in-bond plats

to set up south of the frontier zone. On the other side of the picture, now

as in the 1970s, national policy continues to relate the building of a rationail

autczitive industry to relief from the strain placed on the balarm of

payments by high levels of vehicle imports and to expanding employmert

opportunities. Te stress today being placed on tedhnoogical educatim

likewise goes back to policies of the 1970s. Further, one could with .t

exaggeration say that the 1977 decree that stipulated policy for the motor

vehicle industry - the imposition of rising export a on vehicle

manufacture and the extension of -m--- I .s even to the local suplier

industries, the aplication of domestic aitot r to parts

manufacturers - also served, albeit inadvertently, to bridge the gap between

the inward-looking policies of the pre-1982 period and the of today. By

the same token, rationalization of the industry that was initiated in the

19 70s was geared to domestic market cnsiderations, but onacurmntly it

helped pave the way for the production-sharing strategies that have ome to

the fore under the present goverrmut. By no mans, then,. has the'4elaI Madrid

goveMwMt- parted conpany completely with the policies of its predecessors.

If anything, Indicative planning is taken more seriously than ever before, and

the state is repeatedly proclaimed as the guiding form in national economic life.

. . . ......................................
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This much said, though, a now priority in industrial policy does own to

have been set in place, and for the rest of the decade Mexio, should stay n..-

orless on track in (a) pshing for greater efficiency in existing industry

through a moderaticn of the inherited r tectionist policies, arnd (b) einouraging \! --

industrial grwth where the chances are greater for iJenatiml ocpetitiveness.

A variety of policies will likely be enlisted in suport of this strategy.

Qmuercial policy and exdhange rate policy, as noted previously, have moved

already in a generally supportive direction, and on may expect others to

follow suit as tine goes by. Technology policy, for instance, has tended to

focus over the last decade or so on the selection of foreign techmlogies and

negotiated tenrs for their transfer. There is reason to believe that henceforth

the eaphasis will be placed more on the processes of adaptation and diffusion,

to step up the absorptive capacity, and hence the rnretitive strength, of

broader sectors of Mexican industry. As one expert observer, a formrer head

of CM T, has put it, the -siniple- stage of the technology transfer process

is, like that of I-S-I, over and the country today finds itself moving into a .

row and more complex stage, one requiring ore flexibility and openness than

in the past. L
True, the present policy context is rot altogether optimal for this shift.

The spending surge of the past year, which was possibly election-enspired, will

be, in aggregate terms, difficult to restrain now. Because of postearthquAke

recnstruction, inflationary pressures will resist effective treatment and

probably rise from around 60% to 70% a year, or more. Same of the local

production that might have gone for export will almost surely have to be

diverted to local needs, at least for a while. Structural weakness in the -. *.

balance of payments will remain, and even become nore accentuated with the

prospective fall off in tourism and additional slide in the price of oil.

It is sobering to reflect that there sems little prospect of iziproveffent in

the petroleum market until the mid-1990s, though there is no reason why tourim.'
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sheuld rot stage a fairly quick omeback. Nwo of this wili vAke policy

leenatIc easier. ; a

on top of everything else, foreign bankers, especially the smaler ones,

will be more wry than evr in oming back to the table for further restructuring

of the external debt, now that it is increasingly clear that debt paywets-,o

conmrcial bankers will be limited in order to divert foreign exchange to pay

. for r U triion - and other needs that re oming to light before the .

temblor. Prior to the quake, the need fto-=W foreign loans for me-t year

looked to be around $2 billion to $3 bUm (half of it from commercial banks). Now L

that figure may well be higher, with goverment sources and wultilatera

institutions playing a considerably larger role than ws fornrly anticipated.

(The proposed bond isams fromu the govemnt andI PUSC, in the sinuidministered

Japanese capital market should be a plus in the whole refinancing task.)

Nevertheless, aside from the human tragedy it occasioned, the earthquake

may prove providential in policy tenrs, given the shrinkage of policy space it L-"
implies. With less ra to waromvre on acoumt of the present resource

needs , and with an undeniably high social priority attaching to recstraction,

it becomes all the -ore urgent, and defensible politically, to get the eomdc

austerity program back in place. M, "dilbtes," in other words, can plausibly

be superseded by national interest in ths jresPntation of the program to

domestic antituenciss, even though it is thought that the Ftxd was, before

the disaster struck, getting ready to suspend $900 million in emergency credits -:

* Bx~nder its $3.5 billion three-year program becase of rarmcmlianoe with the

stipulated economic targets. Be that as it way, m relaxation of the adjustm.ent

targets is also very likely, in prospect, to aommodate the same set of circuzmstanoes. ,

Cmd.ng on top of the w:rrisome decline during the first half of 1985 in

manufacturing e rts along with a vigorous reswytion of capital flight, both

developments partly the oonsequene of another episode of peso overvaluation before

ii 
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the July, 1985, devaluation, a policy of rend effort in export protion and

diversification is pretty much an inprativ, with wichd only the most intran-

sigent autarkiuts could still quarrel (though quarrel they surely wili). 21h

gnment is ectng the present petrolem output level of 2.7 ad Iion

barrels per day to grow 3.5% a year through 1988, yet the $2.50 per barrel

decli e projected (by Texas's cxmptroller of public aCoomts) by 1986 and -

the additional $1.00 per barrel decline foreseen for 1987 underscore the wisdo:

." of the government's export diversification and expansion program. lie

dwindling trade surplus, in fact, leaves practically no other chice, while

*[ the now trade agreement with the U.S. creates an inviting ity to ove

ahead with dispatch before the next recession hits. What is oe, the

changeover in August, 1985, from a crawling peg to a 33nged float, a change

*:: long overdue as Issue Paper #1 pointed out, should help greatly in finally

keeping the now policy an track. 7Iere is much less risk than hitherto that

overvaluation will creep back into the peso exchange rate because of an

inflation rate that now looks to be about double (at least) the target set r

in the adjustment program.

A host of export projects seen to attest to the validity of the present

sectoral priority, a priority that stands out with uusal clarity these days. '

. In more than the literal sense, the recent tremor shook things up so that the

indecision that seined to linger in high places as late as this past stmer

has had to be swept away. Before this happened, it was already dobtful to

a growing nmber of people that exio's external debt service obligation of

acne $12 billion to $13 billion a year (now, to make things worse, just about equalled

by the internal debt service charge( could be nt for long. As a percentage of GNP

*.*, it was enormous, and it had beoome no less burdensome %hen viewed as a

percentage of eport earnings. 7he addition to the debt of the oats of

z nmstruction tends to lead to the oorxlusion that doubts about Mmidoo' ability I.

to muet all its obligations in a timely fashion have been amply vindicated.

(1%',.*o



2he strong trade surplus of 1984, which had drojped by 41% in the first

quarter of 1985, sem destined to shrink evn further over the sarthe

immUdiately a&md: to put i% plainly, the issue had been forced.

Stated differently, on oould say that the salience of sm parts of the

industrial Developzet Plan of 1984-88 has emerged mai sav clearly than would

appear in the riginal statenmnt of the pan. Deste the ogress that has

* been made in program & pwt, Mexico's pning process still tan •s,

fra sme points of view, to encompass too mainy policy objectives. While this

can be faulted as a source of c r1adictions and vagueness, the current crisis

,uggests an other possible interprti. t pectiwly, the plan could be

viewed as containing a repertoire of policies or policy option - a sort of

contingency planning scenario, as it we, on whidh the policy community can

draw, depending on actual ciurctanoes. f, if a plan does not tell on

exactly what the govement will do, it at least sets up a mom from which the"

actual inpleantation policies will be selected.

In this case, then, the choice from the range of alternatives looks to be

,. a good am in that it seem supported by a zmber of promising trends already O.

identifiable. For exanple, the export of auto engines and parts from Fozd

plants in Chibuahua and the new Fbd gojact at Hermoillo; the export of

Chrysler-made cars, engines, and a variety of parts; and the export of .-

finished vehicles and engines all have linked the Mexican productive sector

into the wrld's largest foreign narket for goods of this sort. GiMven the

global restructuring currently under way in the motor vehicle hndustry, there ,.

is no essential reason that Mexic should not cash in on this pzooess for 9
all the years in the interval under discussion, and mch beyond as well. '.-

By the sam token, the U.S. steel industry is undergoing no less sweeping

dhanges, by no mneas ding but shifting increasingly to a sucesful

production (on a gererally smller scale of plant) of specialty steels.
•..1 *" -
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1his, too, opera up to Mexico the prospect of 1=g-tez= inrae in export

sales of basic steel products. Siilar shifts have b in evidero in the

petsodwuical industry in each of the two countries, and other dcuical lines

in Mexioo should expand in exports as well. A Meican finn, for example, is,-,

already the fourth largest producer in the world of dilorine and caustic soda.

Over a very broad range of oonsiumr products, the amd uIadra 2I
wqj~m4 A~wA~...4',q1.\

-, d =I rates what can be done if costs and prices are rat distorted by currency .,v.. A m.,-...-"~ . u~

-,. misalignents in the exchange market. Textiles, apparel, electronic products,

toys, and such like show considerable promise. It is not just in citrus

fruits, strawberries, honey, seafoods, tomatoes, beer, pineapples, and

handicrafts that Mexico enjoys a ccparative international advantage in consumer

goods. Again, the long-term projections can be bright, if not undone by

ill-advised policies. ecient studies suggest that in many .,,facturing lines

Mexico could profit imensely by learning from the experience of Taiwan and

South Korea, to say nothing of Brazil in this regard.. Even in that old Wainstay

of the Mexican balance of payments, tourm, the case of Spain shows how very

far Mwo is from rdi ug. -itsp. :.t:-l.

In sae ways, the recent IBM decision can be taken as emblematic of what

could - ard, I would now argue, what does - lie ahead. Following a negotiating

path wo rthy of the most adept torero, the National o munssion on Foreign

Investmut: in SEOFDI (the Secretariat of .merce and Industrial Development)

waged a long and vigorous struggle to extract coroessions from the U.S.

infonuatics giant and to ward off a heated criticism that emanated from groups

as disparate as the nationalistic Left and the local offices of 1.Cs. Among

other gains for Mexico were (a) substantial foreign investuent in setting up

a siorductor development center for local industry, (b) a cmitment to

assist local verdors in supplying a variety of high-technology ca~onets,

(c) a ommuitmient to set up a software production and distribution center,

7.... ...



(d) establiskmn of cooperative training progum for oirgrumyrs and others

in the field of cavzter science, (e) an agremnt to imst in all of theme

operations an amount (at least $91 million) more than 14 tns the initially

, t 1ated outlay of $6 million, (f) a prciae to keep the tedNhKo3o used

and profuced in MioD abreast of world standards, and (g) an obligation to

export the huge majority (90%+) of the now plant's output of miAwn,.. tes

and to hold to a minium (10% to 15%) the po differential on those old in

the hcu market. Mch of the software to ]a dveloped will also be exported

to the Spanish-speaking market. 2he plant Uat is to sit at the center of this

tedhological developnzent will be the largest of its kind in latin knrica.

Quite aside frm the actual investment that will be pit into fixed capital,

oranzional developmwnt, and training, ts venture was made even more

expensive, by a slmargin, on acont of the laborious and protracted

negotiations that extended over an 18-amnth period and tied up a sizable staff

of lawyers, scientists, engineers, and corporate executives. That the Mexican

goverment would brave the wrath of the opposition and that IM3 wuld make

the concessions it did yield is as good a nuamit as any available of the

gains to be had frcmi carrying Mexico's eport platform into the advanced

technology area.

lst it be thought that the picture I painted pins altogether too

mny hopes on the future and makes much too m~ch of recent trends, we do

well to recall that Mxico's exports of manufactures have grown before, smetizies

at a fairly rapid clip and, an occasion, even in the face of sm overvaluation

of the peso. Such exports, for instance, rose at an anual rate of 8.5

betwee 1965 and 1973 aid grew at an annual rate of aroud 14% before they

droped to a less than It growth in the mid-1970s. Mhether or rot Mxioo will

manage by 1988, as the Industrial Developmant and Fbreign Trade Plan envisages, -

to sell abroad manufactures sufficient to finanoe just over 50% of its

ma in gorts remains to be seen. Certainly a nmter of institutions -

:::::::::
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Danim-Ct, FUMc, CQmpc, , and others - have been nobilized on behalf

of that end and the latest danges in exchange rate policy represent a giant

step forward. 7here are other hopeful signs around. Nobtithstanrdig the

eoonomic trauma of 1982 and 1983, in wich gros fixed capital investment fell

by 20% and 28%, respectively, the same variable rose by 5.4% in real terms in %

1984. More encouraging still (for in the aggregate this was a pretty modest

reovery) is the fact that government investment rose hardly at all (only 0.6%).

- Private investument, in contrast, recovered eno~ugh to register a gain of just

3 under 9% -even though there was already a spreading exetation that theL

Mi.xican economy might be heading into a more open trading enviro ient. It

does not seem unrealistic to expect further recovery in capital formation

levels in the years ahead, albeit at a relatively moderate pace. (Given the

below-capacity level at vhich many firms are operating, aggregate output can

for some time continue to recover without net new investment on any large scale.)

Further, if the governnent, as expected, tapers off on its speling in order to

decelerate inflation, this shold help in switdAng a larger share of

manufacturing output from local to foreign markets.

In any case, Mexico, over the next five years, will almost surely be a

strngr cpetitor in world markets, those located in the U.S. and elsewhere,

than it has generally been hitherto. How trade policy shapes up in Mexioo's"

trading partners will therefore be particularly critical to watch. onsidering

how muh depends, in Mexico and among Mexico's creditors, on the success of

the export drive, few matters can be of more overriding importance.

Agriculture Problems

Txhugh agriculture figured high in national developmnt policy in the

1930s, 1940s, and 1950s, it was eclipsed thereafter and by the late 1960s

began to show distinct signs of weakness. During the 1970s, the situation grew

critical, and the country that once had been exemplary of balwcd development

~~~~~~~~~~~~~..,.....................-.......-.....-.-........:;........'.'.'......-....72.;".'.-"..'.5'::.: ''
..........................................
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wms beset on all sides by problem ocmcted in am wm or another with

sagnatio in the agricultural sector. Epocts of m rural products continued,

to be sure, but in s"e lines of production the exportable surplus dindled or

vanished while in other fields national self-sufficiency gave wy to production

deficits and imports. 7he source of 12.2% af GDP in 1970, the sector had dropped

to only 7.3% in 1982. Considering that fiskog and som agricultural products

enjoyed long-term growth, the sectoral figUres sk a truly depressing perfonce

for other crops. It is significant that zltural inports, which t aounted

to 9.4% of total i:ports in 1972, reached 15.4% of the mxh larger total in 1981.

In 1980 and 1981, in fact, the trade deficit in arcluewas in the

iughborood of $1 billion, foreign exchange the country could ill afford to

spend and a figure not too far from the anxmit estimated, until recently, as

the volume of new external financing needed annually.

Rural izos stagnated as a consequence of this situation, and peasants

were driven to move to city slums or seek employm* , sometimes at no little

personal risk, beyond the Rio Bravo in "el norte." Aocording to a 1975 survey,

for instance, 52% of "poor" Mexican families (those with less than half the

estimated national mean) were in the agricultural sector, while the same

category inclued 76% of all families it.b.wagricultural sector. 2bat the

agricultural work force as a percentage aE ti total economically active

population dropped from alnmst 35% in 1970 to 25.5% in 1982 is in all likelihood

at least as much a reflection of sectoral bacr kmaness as it .is of sectoral

gains in produtivity. Average earnings in the manufacturing sector in 1970,

for exauple, were 6.7 times those in agriculture; by 1981, the multiple was 7.3.

7he oozresporiing figures for construction in relation to agriculture were 5.3

and 5.7. Meanwhile, intensified pressure on the land accelerated deforestation

and erosion. In the most critical periods of the 1970s, massive food inports

siarled the transport system, particularly in the northern part of the Republic,

and rural unrest fed a low but threatening level of violence in the south.

77
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Bdhnd it all, the perceived political. need to holdI da prices to urban

c'nsimrs =Ned fitfully between disioentive pricing for farmers and smi-

oncealed but probably huge subsidies g OW S O and other aencies.
7here is no need, for the purposes of this analysis, to eaim in detail

the product omplexion of the agricultural sector. As one might expect, the
experience frm Product to product has been varied. wiether need we deal in

detail with the assorted programs that have been tried out in an effort to rmedy -

or at least ope with -- the problems of the sector. Such was the acute nature

of the crisis that was emerging by 1970, the year ucorn e x

began to be reguired, that a variety of expedients were tried. 020,U=, se :d

in size only to PE2Ex amwg the parastatals, had long been inmlved in the

agricultural sector and began in the early 1970s to play a muuh more develop-

mental role. This was, of course, in addition to the prmtonal work of an

assortment of "mainline" institutions: the tinistries of Agriculture and of . -,.-

Hydraulic Resources (later cwbined), the rural electrification program of the

Federal Electricity Cmiuission, the agrarian reform ministry, the colonization

agency, the Ministry of Education's agricultural schools and other entities

such as a number of parastatals (e.g., Fertimex and Pronase), crop institutes,

and regional development omnissions.

With help from the world Bank and the InterAnerican Development Dank, the

cc*ry tried a fresh start by launching in 1973 the first Integrated Ikaral

DeVelopment Program (PIIER, a strategy oibining measures to botrural

eployment with same degree of redistribution. In the saw year, the sujpport

prices for basic foods were raised for the first time in nearly a d .

Land expropriation and distribution were stepped up in favor of the ejidal

sector, while the three major rural credit institutions of the parastatal sector .. ,*

were, in 1975, reorganized into a single national rural credit bank (BkANUFAL),

which was given a larger capital to work with. For his part, President Lpez

Portillo devised still other aproaches to try to overoc--e the barriers to rural

. -..o.o.o....... ... .. °..o. .O..o.. .... .C . o C -•. .o° ,



progress and to deal with objections to Rdeverr~a's agrarian pseudo-

poulism. in 1977 the Convenis Undcas do Mordinacidn (=~) and the

,odinating Program for Marginal Zones (COF1AMUW were introduced, and in 1980

the Sisteen Alizuentario Amacano (SAM began operations. This latter was

* aimed at raising both nutrition and euployment in rural areas and restoring

*the ountry to IMOIX-miiciency in basic grdu. 2he latest in this prcession

are PF40NAL, an attenuated SAN kown~ as the Program Naciomil de A3limmutacan

(set up in 1983), am! PJOqARI, the latter, still takin shape, a born-again,

integrated rural development sdIme. in this reinc~arnation, however, integrated

rural development has been shorn of nxh~ of its former eaasis on land

redistribution.

Along the way have ome still other variations on the thue of rural

developmient stategy. In addition to the programs already mentioned, these

neaderis of agricultural policy have involved production -1;Peration

agreements linking the ejidos with private-sector fixms, the creation of sundry

ommuissions and trust funds, a rural roads programn, a rural indlustrialization

* program, am! so on. lbs arid am! semiarid lards of the Paublic have

supp orted a fairly lwcuiant growth of agricultural bracais

we may also pass over the mein 15ndical cleavages that have surfaced

in the context of agrarian policy debates. At one end stand the so-called

via capsn advocates whIo, following a (Ciayanovian mise, appar to favor

strengthening the peasant sector on its own terms, rdstribtn a great deal

more of the privately owned lam!, am! someow investing rural people with wore

auzonany in respect of their own destinies. At the o~nosite end of the spectrum

stand those wh would just as soon rid the ountry of such historical vestiges

as the eji&,s am! turn the business of rural production over to capitalisticr

enterprises. The extremes also have got caught up in the rnning controversy

between self-sufficiency as a national objective am! the idea of pursuing
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specialization along lines of cmparative advantage. In between, naturally,

have stood any nmber of politicians and others who would like somehow to have

it both ways - or discover somie intermedit position that omibines equity

with productivity. he variation in position in this middle ground is, it

should be noted, amdant, and would include, inter alia, the Marxian

decapesinistas, who haven't much good to say for capitalism but who confidently

await the withering away of the peasantry (into a rural proletariat) in any case.

7he imst significant step in all this was proably the willingness of the Lbpez

Portillo administration to acknowledge finally that that sacred cow of the reform,

the ejic, was not all that it was cracked up to be and that some modifications -

the aforementione production-sharing contracts - might be in order if prmduc-

tivity were to be lifted. For its candor the administration was, of ourse,

pilloried, but by then, anyhow, it was becxming fashionable to attack the

goverment for all manner of shortoomings.

It is obvious that over the years there has been, in this officially

secular state, a great deal of genuflecting before the great agrarian icons of

*the Revolution. Indeed, a whiff of the old liturgical formulas lingers even

in the language of the agricultural section of the National Developent Plan

for 1983-88, wherein agricultural development is repeatedly referred to as a

"reforma agraria integral." It is no less obvious, however, to judge by the

results, that for much of the time when agricultural policy was not actually

pernicious it was at best an entertaining charade - entertaining, of course,

* to the urban audience rather than to the rural folk, who were repeatedly shunted

It is against this backdrop that the de la Madrid approach muist be judged,

and against a good fifteen years or more of maladroit policy formation and "

•. izplementation that the results of now policies mist be awaited. 2b its credit,

• .the general orientation of the agricultural program has the merit of at least

being conistent with the overall ais of the National Develop nt Plan.

:-. . . . . . . .-



Lard istribution is uodnt to productivity ojectives, the allocation

of official credit would follow more closely the production and loan repayment

record of borrowers, interest rates were pushed to what was in mt to be

a positive eal leel, crop guarantee prices were boosted (albeit selectively

D as to stengthe tu Indumnent for expot d ), arm! the gove -entr..
has e ri w ly on the side of omparative avatage and eport

promotion- -A~itics, in turn, have pointed to this as evidenc of a denstin

alization of agicltual ticn, a fn internationalization of the

ontrol systems governing the ?wxcan e (notwithstanding the prcan"--noe

of the state), and a strong impulse 1 "9 proletarianization of the farm

population.

Whatever one's vies, it is probable that the next five years will show.

only limited results by which to judge the efficacy of current policies, this,

for a number of reasons. As studies from both dxioo and Peru reveal, any

redistribtioal impacts of even aggressive inlchange in the rural

sector turn out to be fairly marginal except over a period of muny years.

Moreover, so complex are the problems afflicting large segents of mexican

agriculture that the supply response to ri policies may also take quite a

while to work itself out, except in t o ixtions of the sector already

habituated to rapid shifts in Irkmatcou " marketing plans. andm variations

in weather and price movements originating outside the boundaries of the

Mmican eomxM enter in to complicate the picture as well. In the face of

these oTlexities, one cannot help reflecting on the record of the past two

rdecades an w:odering if the quality of policy managment has yet matured to

the point that it is up to the dhallenges of rural transfornation.

Ukquestionably, 'the technical level of leadership at the top of the government is

impressive, and in such plaes as the leading state ba,-ks, Hacienda, CazCY, '

SBIOFN, the Federal Electricity Commission, and Progransci6n y Pre-upusto

77
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a rot inconsiderable amount of talent has cogregat. ethr the same

can be said of the machinery of agricultural I :Inistration is mch less clear.

Especially do doubts arise about whether the teanically and organizationally

adept populate the ministries and agencies in sufficient number to effect

the interinstitutional coordination that is essential for oxxssful policy

iMplementation in the rural sector. 1 ordestrate the whole welter of

entrenched agricultural bureaucracies into m seublanoe of policy oherence-

my be ultimately too daunting a task eve for an adainistratkm as filled with

Mexico's "best and brightest" as this one is.

The possibilities in effecting a complete overhaul of the rural production

system are, however, onsrained by still other c: namely, the -..

critical position of the entire national economy in the present ocnjuntura.

A djustment program obligations do rot, and will not for several years, allow the

state a great deal in the way of new resources for transfer as social investm.ent

to the agricultural sector. Transfers through the credit sytan could be more

forthcoming, but here, too, the dictates of countezinflationary policy

may preclude this hapening on a very large scale. Except for what may be

provided fran the World Bank and the Inter-American Bank, the probability

that substantial external resources will be made available is also slim.

Ftr that matter, even credits from the multilateral institutions cannot rise

by any large magnitude without adding further to the problems of aivrtizatio-

and service - and to the jitters of other lenders Who are inclined to think

that the total debt is already too great for the economy to bear. This leaves,

then, an inflow of equity capital frum abroad, or from the domestic urban

sector, or an incremntal transfer of resouroes to the sector through the price

system. Whether foreign investrent will step in to make up for the shortfall

in govermyent investnwit would seem to be a very limited possibility in the

time horizon under review. Much will depend, therefore, on how much local capital

". - . . . . . . . . . . . -
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can be induced to nove into agriculture, but given the depressed state of .

the eoorm, , the prospects for this cannot be redconed as overjmAmingly bright.

Of all the options, the market transfer route is probably t z ut

feasible. Yet, resouroe inflows effected through profitable sales in foreign * K

markets, while certainly beneficial to the farm mats receiving them and to ."

the national e=oWw as a whole, will h nmwmly a limited ability, in the .:..

eof five years, to spill over into t invigoration of a broader range

of Mexican agricultural activity outside the export portion. As the governent

has acoxzplished a lot already in altering relative prices in key areas of the

econey, including agriculture, there vay be m, basis for hope that the more

realistic pricing policies no applied to the exchange rate, to interest rates,

to wage rates, and to prices charged by public enterprises for petroleum

products, electricity, and so on will eventually reach the produers of staples.

(At the sae time, this very policy shift, desirable as it is on several

counts, cuts off yet another transfer mechanism: subsidized prices on key

agricultural inputs.) Yet, to extend across the thole agricultural sector

the profound change in ecmKxic structure the alteration of relative prices

inplies is not, for political and perhap other reasons, an easy matter. So

". far this kind of transformation h bm m in coming. tkderstandably, the

" goverrient seems disposed to move cautiout in upping further the prices of

wage goods for urban consumers and workers to have already had to bare much

of the brunt of the austerity program negotiated as part of the extended facility

agreent with the IW. In the meantime, the alternative of increasing the -

direct subsidy to consumers but allowing producer prices to rise would appear

• ..- to be ruled out by the same austerity progrm. The deficit CONASM rims

in providing subsidized foodstuffs, dry goods, and other articles to l wer- "' -

income consumers is already so huge that additional expansion might simply

be imnanageable.

*. . . . .~ -".--.-
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About the vost the U.S. can do (Optimally) to alleviate the situation

just reviewed is to rame all trade restrictions on Mmdon arjoatural: ('.

exports, to tender whatever tedical assistance can be discreetly canneled

into the oc=try thog interinstituioa mi 1gemt and .
,-..-

multilateral auspices, and to explore the oties for pakaging AID-like

soft loans and grants in a fom that would be acceptable to Mexica sensibilities.

Given the risk the de la Madrid government has taken on in so forthrightly ,:.

developing a "relatively open ewcom policy nodel for agriculture (a model -

at least as open as that pursued in the U.S.), the public sector in the U.S.

ought to be able to take a bit of a gamble, too - especially since in

agriculture the two neighboring erorndes apear to enjoy so many auplsmentarities.

This is rot to disomt the political costs in the U.S. of pursuing sad a

* course of action, but realistically w must recognize that these costs are

substantially less than those the de la Madrid government has assumed.

Decentralization Issues

Fbr a good many years Mexicans have been at ce as attracted and repelled

by Mexico City as gringos have been by New York. e problems the metropolis

creates and faces, however, are far worse in the Moxican case than in the other.

7 he parallel would be closer wre Washington to be duped on top of Gotham

and the whole affair moved to, say, Denver. For years, if oe is to believe

what has been said and written, Mexicans have been yearning to spread things

out, but in almost every year it is possible to identify decisions taken in

" which an opportunity for achieving saie measure of geographical dispersion

was passed up.

7he stated aiwe of the de la Madrid government nm true to form in that

* twice again - in the National Development Plan and the National Industrial

Development and Foreign Trade Plan - regional policy is accorded a high

priority. fis time around, however, there appears to be a rather more

.*** .*. **.. ..*.°',''-'.
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td -nrstanding of the mltiple dimensions of the i-blua.

anizmwing that in earlier ates of dustthe clustering of

firms to take advantage of aealti eds beneficial for ecowuic growth,

official thinking also hyxetedgems -that significant die comies of scale

have long since et in. At present the ant of ecomic activity

appears to respod mainly to the oenty's acaated adin straive ceintralism

and to the stJIl limited enow= of infrastructure with %*at d udr e-sizel

an! sfaler provincial cities and tom mist contesh.

Oontinuing a policy of adxist*.iue decemtralization begun wer L4pez

Portillo, the de la Madrid am srtio has evinced a on r able aMr-e.

that cultural, ecional, ard health ned mst be redistributed over the

p-.'- '

national territory if hyperurbanization is ever to be m.d a closer

• (ad mDZre fruitful) integration of tam and Omltyy brought about. A

Sdispersion of agroidusties has been touted as a step in the right diection,-:

and the parastatal firms have also bo enjoined to do ao"t is-pacicbl

to further the process of dion. buris, forestry, and fishing are

rightly judged to be particularly important ocilinsto agroirdustry

in their effects on the process. ost reiarkably, in vie of mexio's history,

the industrial plan even spetako.dzdocratizaci6n and i~ in -

the sme ontext and recognizes that the ae hnical possibilities ofriont

can play an exceedingly useful role in tot is to be don.

.he cmneptualization of thbes fo goals is sounder by far than has

IF

been the cas in most past discussions of regional deeopht. e

goversJ9TI Wnt, moreover, clearly has a good Iiea of how to go about realizing

those objetives. 2b go a step farther, there is no doubt that within the

coopass of this seeiadditional decisional responsibilities wiUl be

delegated to authoritis at the state and mmicipal levels and that ration-

alization can release sm resources for reallocation. In this the nationalizedO

- S.*. . , .-. ~. . . . ..-
J _-o* * - - . . - ~ ~ ' * .~~k '-
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banking systeu could be of considerable help. Nevarthle, it umu3A be
-arfc to expect progres to be node a this In carr *

cut a goographical redistribution of economic activity. Ihe dOubts that

arise are in their origin not unlike those that apply to the agricultural PECgram.

Were the govemment operating in a more normal n and with mple

rOW Xesources to dpy, mc might be aooW 4 lshed -if deistrai izaion Ai

deconcentration could at tn sam tam be made the centrpiece of the action

program. Yet, the highest policy priority, after wrestling with the debt -,

adjustment process and, now, postaarthquake re-n struction, is that of

restructuring the country's industrial plant and pitting the iniustrial andi

agricultural sectors into position to function more effectively in a more

open e==o setting. Even "moralization" has had to take a back seat to the

process of ren taizing mnustry and agriculture, while a seconary aim , -

of public policy, that of ea g political pluralim, has been pushed to

the sidelines as well.

Same measure of rationalization in resource use may, in fact, help

matters along, but there sinply do not appear to be any sa itional

resources available with uhich to spread infrastructure around the country in
sufficient quantity - and quality - to make much of a difference in only

five years. No now resources on any large scale will oime to the public

sector in this span of time, save for credits from, the lultilateral lders,

and private capital formation can probably go farther if, for the time being,
it concentrates on reactivating and redesigning product i where productive

capacity already exists rather than etarking into territory Qhere the

" initial costs of investment are going to be higher and the risks greater.

(-.e cannot help ntice, in this conn.ection, that even under pablic unagent

BAME has apparently postponed, if not abandned, its plans to man head-

--V -.s.
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quarters functions to Quertaro.) lastly, to shift a great deal of now

responsibility for designing and carrying out public inwbint Fro graIu- to

state and local entities, and to ask then to participate in drgltn

and otherise reshaping the business uwir n1mtI, xey be adcing of than

nore than they can deliver siq~ly in tent of the adiitaieskills

available to than at this Juncture. With notable exceptions, the wit able

t~cnios and adinistrators have tended to grvitate toward uzplcoim*

in the federal goverrirnt, leaving the di 2ftn of lower-level posts to

be decided ziore by political obligations.

What this signifies for issues in 1mxican-u.s. relations during the neact

five Years is not easy to iingine. 1There wuld seen to be very little that

we can do about deoonoentration and decentralization in 3exico beyond, perhaps,

assisting in the strengthening of the regional universities by helping along

* ~their faculty deve1OPMEnt, a&dnistrative illpov % nt and extension programs.

* Closer linkages between state and -nunicipal administrative upgrading programw

* in the U.S. and Mexico ight also be of scue benefit. Yet, as we all kro)W,

even in the U.S. whtere specialists are in these natters; said to knowi what

they are doing, the gains to be had frun institution-building prograuws are

most often obtained only after years of layhW a groundwork and mire er of

paistaingefforts to build from there.
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Imnnr, ant devc i onets a ar(, r rns -rorsc ia ~Ii zat iois :iat t ern: I oni

£a;o e(; vi E I. lC S;?ic Epol i t ical stahi 1 jty Althou(,: these arcij]opmeiits arf-

not 11 i I y to~ uncier-iine st abi I i ty , at least in tne short rut) the%, arp

altering its btases and the principal challeiiges it faces. This essay

consider. the consequences of changes involving. to major foci of political

socialization: education and the mass media.

EVUCATION .

P ro le 1~ and Transformat ion in -:ass E'ducation

Educational progress has been critical to Dolitical legitimacy sincc

the revolution. Successive administrators have emphasized their direct

responsibility to provide expanding educational opportunities, and they have

claimded popular credit for their accomplishments alongteelns dcto

has been widely seen as a major channel toward national development and

individual mobility. Today, nearly one-third of all Mexicans are in school or

involved in some educational service. The education ministry alone emnploys

nearly one million people, almost 75% of the national government's total, and

the major teachers' union itself has roughly 600,000 employees. As groups

*like these lobby for the public schools, governent faces middle- as well as

lower-class demands.

In recent years , Nexico has managed to maintain notable educational

expansion, from pre-school through graduate studies. It has not , however,

managed tc overcome critical Droblems affecting mass education. Average

scholi~ i ony 35 yarsand75%of rural children do not finishte

*legally obligatory six years; if 15 to 20%*. of Nexicans are almost fully

-'illiterate, more than that percentage is functionally illiterate. Rec entr

R6~



succesh.Ifui. , r,- mi ,. \'ite, al I tnis as a 6e-- lorable social re-!ity... iti.

ti li th , ;,.it icil svstei, has beer, Derfectlv, fa:)able of coexisting',. but . -Jh

- l

alIongs i e de va Ilied credeiit * ials , weakened job prospee rs , vr oi n.- teac ter .-

-." deprivation" dite to television, educational poverty could contribute to

accommodate the masses. An especially keen political threat arises with

increased rejection rates at public universities, as that alienates the ,---.

i'-I  middle class. :i :

S "~ -'.

So e observers Cfear that education is becoming even less attuned to

mass/national needs than ill has been. Alan Riding writes that primary".-'"

education "is no loncer an effective instrument for inculcating basic.

national and moral values in children." These values include service and'

natilonaI ism. Instead, the de la Madrid administration Pemphasizes excellence,

ttecnocratizacion," and individualism in education.

A related de la NIadrid emphasis is decentralizatloni This appears to

consistent with government's other efforts at decentralization and with the

Global Development Plan. AlthoughYi there is much to recommend ':"

decentralization, riven stultifying bureaucracy and D.h. congestion, there is

the danger L.hat changes for efficiency could hurt mass interests and disrupt ,..?(

oases of political legtimacy. Educational decentralization is historically

associated with terrible regional disparities n in iance and quality; te

revolution oushed educatioual centralization as uecessar to politicalnd

centralization. Decentraliztioh could weaken curriculum and other aspects of

policy uniformity that may help shape a nal consensns between elites and

..... , .................. _.................................. .........
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*masses ant:. wit hj, eaci! o, tn -.tw r ounin -s. In any case, pol it icz, costs

nave become irediatey anparen t AIthougi: , typically , the poverninent ,. exact

motives are not easilv discer,,ed, tne Central Teachers' Union saw a severe

challenge in provisions tiat would have forced it to bargain at the state o

level rather than united at the national level; its opposition has already

led to a partial government retreat from the effort to blame politicized

union activities for technical inefficiency and poor educational quality.

An indication of ho. for some forris of decentralization can go is found

in higher education, especially as Mexico has begun to offer "nrass" higher

education. UNAe (The 'ational Autonomous University of Mexico) dominated

higher education throughout most of this century, thereby contributing to a

shared set of values that have been crucial in the political system. The

National Polytechnic Institute became a clear second after the 1930s. As

recently as 1971, the D.F. held 53% of Mexico's enrollments, with 85% of the L
D.F. share in tiese two institutions. As of 1977, the two held their D.F.

share, but the D.F. overall fell to 38%. By 1983, the decentralization of

UXAM itself brought the UNAMI-IP N share of D.F. enrollments down to 59%; more

important, the D.F. share of Mexican enrollments fell to 27%. The political

implications of this decentralization in an area so tied to shaping national

values and to elite recruitment naturally depend on how one views the issues

discussed in other papers, e.g., the benefits vs. challenges of a potential

power shift away from the D.F.

ImDact on Elite-Mass Divisions

* Amid all the problems and transformations in education, a elite has

generally been able to protect itself in privileged sanctuaries. Until the 2K.."

1960s UNAM and most other universities provided such sanctuaries, but rapid

L..
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errol 1 tner r -r oo:t I O z on unermi ne-,: tn:a c I t c rt: uf- Lrss tnan 3, cl t lit

Cc~ rC't i t~fC1C
1 fi-iae coucitio:h ii' 1%'- coniarc& to ovfer 13 '.' ~

Bv r, r c en fI L - Ss st I i i r - s ent r ;i i n or y obvi o js1 an ,ilf

a acqi 1.i r i u;7 -iiher educat iov cont inues to mnark anl el i t e-mass spl it .bt

t te ina b i i t ii i --h vr ed uca r I on t o coilLntii e au t omtllnrcIIy coilf er rn

suf ficient advanta'ees has st iimulated the elite to pursue at least two ma~or

alternatives. One is graduate education. Whereas there were fewer than 7,000t

graduate students in 1971, thiere are well over 30,000V today and this includes

on] v those st tidvi n ' in Mexico.

Toie other alternative is private higher education. In practice, private

institutions have served elites at all educational levels. Despite

cnttutional prohibitions, reli-ious education has flourished and elite

growth is probably more marked in secular schools. While the upper class has

relied on elite private schools throughout the century, the upper middle

class has followed suit in recent decades and by now probably most

mediuir-level bureaucrats send their children to private schools. Yet, since

1954, the private share of. Drinmary and secondary enrollments has actually

oecreased to roughly; 5% and 25% respectively, while the private share of

prepratry nrolmets as cidat around 25%; perhaps increased public

covera?,e has been accompanied by an elite exit to private schools. Such an

exit could be politically significant insofar as public schools traditionally

educated most of the political elite and socialized Mexicans of different

classes toward national and popular norms. Nevertheless, I concentrate on

higher education because privatization has recently been most rapid and

immed iat el y sigFni f ican t ther e, in t ermis of pol it ical1 imprc t, and because an '

imrportanL link exists between :;exico's private universities and foreign



.rU tL Z u: s lu s. rc owt f.r , .mr'v 0 tht- dvna.ics aii- po 1 i i c consvE'ucrces of

rrivat izak l r( ., %i .'ii . 1 tiot different educat onal tev i-,.

N Private ins tit ut ions now account for 15'. of "first dere" ,:iJVTer

edUCt, tion enrollrients; tlcir sharE of graduate enrollments grev. from 14;- to

22'h in nte 1970s. As public universities have greatly expanded, private ones

have expanded even faster anc have done so by attractin; elites dissatisfied

with the former. The rejection of a large public sector, accompanied by the

establishment of stark private alternatives, has important consequences.

Among these consequences may be an increasingly visible separation of

tihe elite from the non-elite. Academizally and socially, many of the private

universities are highly selective. While public universities charge only

nominal tuition, private ones subsist mostly on substantial

tuition--augmented by contributions from supportive businesses and wealthy

individuals. In fact, several of the universities are closely tied and

subordinated to private enterprise. The Monterrey Group with its

Technological Institute is but the best known example. Others include the

""onteczuma Group and ITAM (the Autonomous Technical Institute of Mexico) and

tne Continental Group and the tanericas University. Governing boards with

strong business representation appoint the universities' chief executives and

set the general directions of their financial and academic Dolicies. The

elite character of the private universities is also reflected in their small

size, as their 15;% of enrollments are spread out across 5G1 of higher

education's institutions, and probably in their concentration in Mexico's

most urbanized and developed regions (from which, as Paper *IO shows, an

especially high perccntage of rightist leaders emerge). Private uriversities

90
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accoLn' ir o,.]v 6' of ,, errol lIents oursiae inf. , Ja] isco, alt' %uevo

Leoni (vs. 35;, in tie nosiness strong-roid of %uevo Leon).

% Priv;,tr universities , rhriviin in Jar.,e Part necatise of the percrived

devaluiny oi nuolic university degrees, serve tneir clientele aid supporters

by training students in specializations demanded on the job market. These

uriversities hold a tw:o-to-oiie proporrioal edge over public counterparts in
K= -L.-

busines.-re1 ted ficlds, where enrullments arc .rowing most rapidly. The

prestigious ITAM has 931 of its students in business, administration, and

PLO ,nOmiCs. Yet thie private-public distinction goes well beyond what

quantitative measures suggest. For example, while UNAMt economics is Marxist,

ITA's and tne Eonterrey Institute's are micro and U.S.-oriented. Students

are being educated in crucially different ways in the two sectors.

Differences in socialization are evident in political terms. Leftist

political disorder, increasingly involving university workers rather than

just students, helps explain the elite exit to private universities. Here

students are isolated from the participation, dissent, political bargaining,

and conflict of the public universities. Concerning national development,

private university politics generally favor a conservative line based on

growth more tan distribution, technical efficiency more than populism,

economic leadership by business more than the state, and support for U.S.

polic ies more than nationalist nolicies of the Left .

Altho,,gh we have less research on it, the great growth of graduate

education may have many similar consequences. It too separates the elite from F
the non-elite. There is social exclusiveness and, especially because so many

attend U.S. universities, probably some tilt toward the political-economic

orientations just elaborated.

% V,
* 9 / #?-_t "'" '



Per,ans rue r,. Jirpc. r~j iit i ci I jniact uf the vrowtil of privGt -

uni versity znd fori i-.' iraduat v ont ions lies in tne increasiny infusior of -

students from bort, inte leadershi-, Doasitions with not just private enterprist,

but the state as well. The si-nificance of this develonnent nust be seen

against a lon.! tradirior of L;Ai;'s dominance in nolitical recruitment. -

Clientclistic recruitment tie. between students and nrofessors have beell r"5

critical, especiaily as many professors bav& previously or simultianeously

held important government po.itions, and as student politics has provided a ,.

training ground on wsicn to develop and demonstrate political skills

subsequently used by the regime.

based on small crac; s in recent admninistrations, larger cracks under de

la Madrid, and analybes of trends, we can now see a major shift away from

dominance hy public educational institutions. Data on pre-university levels

permit soine cautious conclusions. Private primary and secondary education

appear to have increased in iniportance (in educating the political elite) for A

those born since the 193Us--r'lse just now reaching the political elite. It

also appears that the role of private preparatory schools is increasing,

" although the salient snift is the continuing decline of the National

Preparatory School (connected with UNAM), again reflecting a decentralization L ,;

of the political socialization process. To take isolated examples, just as
• . \. :

Echeverria was educated at private schools, de la Madrid was educated at a

private preoaratoria. More striking and politically significant, however, is

the rapid rise of private university representation in the governmental

elite--roughly 5% under de la Madrid versus 14 for predecessors 1935-19S2.

The Iberoamericana, ITAMi, and LaSalle are especially important.

56*
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si:.nificanr but lirit.-,. 1 nt wP sc, noxever, is i. trend tnat a.lowt us to

predict incr asin-v penetration in tic vcar.- immedir.telv ahead. :* we loo;L at-

ro f(deral officials just b.]ok, re top elite, rie private university

re~present at ion increase- . A %eparate sourct- (Presidencia) findA an E.7.

private representation among the top 1,27E, Executivc officials under de la

Madrid, but even thii, percentage understates the private growth, for two

principal reasons. One is that only seven private universities are

identified. The other is that the private university influence is frequently

and increasintly coupled with foreinn graduate education. Because of the

socially and academically elite composition of several private universities,

and their inclinations toward U.S. normis, these institutions account for a

greatly disproportional share of those Niexicans now gainin entrance to

graduate study outside their country. And the importance of graduate study is

growing especially fast. Particularly U.S. graduate study. The Presidencia

sample shows that 44,. have a graduate education. UNAM accounts for only 18%,

of these, versus its 56% share of first-degrees. In comparison, foreign

universities account for 62 of the graduate degrees, versus only 5% of first

degrees. :!ore than half the foreign graduate (and first) degrees are U.S.

degrees and the bulk of the rest are also from the West, mostly France and

England; a scant 1% come fro, Communist nations,.

The private and foreign growth at UAN's expense will have an even

greater impact on those reaching the political elite in 19S8 and beyond.

After all, those reaching the prime elite years for Mexican political office

were students in the 1960s, when UNA:'s decline began and private and foreign

educational alternatives became more salient. Only a few strong private

.. .. . . . . . . . . . ... . . . * . .... , ° •... .. .. . .



oftiol., preaatpc: tile I.60s. Add itional lv nrivate univer.ities hold perceived

aavants..es for employnent in fields of study thar are rising: in political

importance. Economics is tile principul exar ple. The Big Three of law,

medicine, and engi-ieering, generally public stron.iholds, have been joined by

economics--which now graduates a higher percentage than any of tile tnree (or

any field) into public life. Economics' representation doubled in each

administration from 1952 until it reached -18% of Echeverria's cabinet, a

trend deepened by the succession of tuo prwsidents with economic experience

in government . Among de la Hadrid's assistant secretaries law is no longer

necessary even as a firb.t degree. ,,

The transition in recruitment is seen in the presidency itself. While

each of the last three presidents has a first degree in law froln UNAM, the

last two pursued a more technical/economics path than their predecessors and -

de la Madrid became Mexico's first president to add a graduate degree, from

Harvard. None of the three held elective office prior to being president.

Each of the three has sent his children to private universities, Lopez '

Portillo's son then using his o~n high political post to recruit from his

Anahuac University almer mater. FinalLy, there is evidence of similar

transformations in several states, so that administrations brought in by thle

1985 or subsequent elections may well have transformed leadership profiles.

Iin"act on Political Stability

The positive impacts of educational changes on political stability are

more direct and predictable tian the negative consequences. Consider, first,

how private universities and foreign graduate studies bolster stability by

meeting the aspirations of elite groups. Without elite alternatives, these

grouns would feel dangerously threatened by transformations within public

%4
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UL ver.~, i i ln. ' t,,. t of a t~ r-,ia i vcr ni ensurf cr i j caI suppr Zor t;ii- .

n. ii1 t i cal 1 sy! - e" E I- o . inu~ wiln , [if niri L'n i ii, c aI I r-C, t v' it comTes f ro

~~~~n .c~ man;o trfc!fl I -re-w far-i 1 i -. secuirt lire gic ifious , siJ t

oiici rl~lrkreni:,1e (-ducat ins for their vouti whili- businesses secure

wel I -traio mii-nd rel iabl(e personiie1 , iis Wnen leI evisa recruits~ heavi k- froi

thlonterrey Institute, Anahuac, and tne Iberoarnericana or when

-nulrinarional affiliztes hire Mexicans with U~.S. graduate de2.rees.

Additionally, toc rerinic fuilfills, elite ends without incurrinj,' the political

* Iiabilities of doiniv so throughi restrictivenebs in "its" public

un vcrsi±:'Les -- wiici cen therefore remain relatively open. It can ah.o do so

without assuming the bureaucratic and financial burden of direct

adImiiiist rat ioii.

Such contributions to political stabilitiy have been growing ir.

importance over the last t-.'o decades . The dirfet contribution to political

leracershiim has zevun to have an important impact only morv recently. It

involves the recruitmenr of well-trained personnel to positions that require

*technical and economic skills. These positions are found principally in the

* "technocratic" or "neo-liberal" centers of Budget and Planning, Treasury, thle

Bauik of T-erxico, ini PENIEN. N-inistripes that are more political, like Foreign

Relations, or are oriented toward a larege state role, like National

* Patrimony, have seen less penietration, at least hy mexico's private

*universities. Even there, however, changve is occurring, as shown whien a%

* graduatc- of tile Vonterrey Inst itute reaches a higher political post than any

of his prejecessors, when a former instructor at another Monterrey private

university "ets a PRtI nomination for governor, and when private universities

%' -



increast o tir rercbenrat or in toii Ciar,er of Deputies (19S2), supzestin'

f ur Lthie r i , ic r ei .' - j' 10;.5 an,; b~eyo nt;

f-TrLr infubior, of privatt-lv and foreign-educatei ,Nexicniis surely

contributt-- goverirelltal expert ist, capabilities, and international

1e F i;yavy, but it also co.tributes to citanging bases of stability and

cliallenpes to tnat stability. Tne changes include the growing influence of

the "technical" over "political" power centers, most notably the PRI. While L

the public uuiversity has long oversivadcid the PRI in political recruitment,

the skills fostered by toe two were largely compatible when honed in

goveriiment. Not so the traditional-political PRI versus the modern-technical
%

private university or graduate education. Again, the rising group is not

socialized with the curricului, class mix, political activity, and barcaining

that has characterized the experience of their public univcr.ity predecessors

and contemporaries. In power, they tend to be the technocrats (or

"political-tecnnocrats") associated with rationality, efficiency, and

anti-populism, trends accelerated under de la tadrid--and decried by

politicians who perceive arrogance and the erosion of political skills and

lelvitimncy. %,any of triese private and foreign graduates are interested in

"policy" more than "politics" and routinely bypass elective office. As de la

Madrid's cabinet includes only one minister who had held national elective

office, and as leftist intellectuals have stepped away from government since

1968, graduates of private and foreign universities have increasingly direct

opportunities to reach influential positions.

This penetration also presents political dangers related to the "

elite-mass divisions identified above. The success of private and foreign

graduateb increasingly weakens the position of public university graduates on .

06 e



t it,- io!. na r' ant: t t-o vv, rnh' en t C:ijoses- DctQeC: aset "excessi ve.,"

poor Iv qiu a ficd rerscn1 or ueoyin. errployrient . N]eanwi. A I f-, 1overnmen t

reliets increasin' Iv on; leaaersri !p that lacks experienc int eract ill. wi t1: the

i ;ss- finall', "denatoiiiaIiznrion" tnrcat ens %,uit has teen a cri-icl I basis

of politica, l legirimacy sirice tho rovolirion. Private universities often

emulate U.S. higher eaucarion in curriculm, structure, and even value

orientations. In contrast, public universities hav. traditionall y socialized

toward national ist,, with less '.S. influence. Naturally, the threat of

denationalization is augmintcd wnen foreign graduate education is added.

M. %SS MEDIA

Privzte Power Centers

As in tne prov ision of politically relevant formal education, so in the

provision of politically relevant news, certain institutions traditionally

associated wirh the regime appear to be playing a decreasing role. A 1983 PRI

poll of 7,C51 Mexicans indicates tnat only .3% get their news primarily from.

a political party, only .3% from unions and only 1^, more from other work

settings. Instead, tie mass media predominate in modern Mexico, probably much

more than tney did in the l -10s. This Eroaing predominance is especially

important givtn the rolfe information, or restrictions on tile flow of

infurmat ion, have played in citizen acquiescence and political stability. For

example, information on which to assess government performance has been %

notoriously limited. Yet control over information becomes increasingly

sensitive as the political reforms of recent years demonstrate the regime's

recognition tihat (without increased repression) it cannot re.strict tile amount

of inforration as much as in tne past.

97
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pressf loernent ov.ncr.nip is rhe. excr"" ion and captures only a s-al I shrre -

of tfe eu iiencs

Evidence on ,hich medium is paramount in news consumption is terribly

contradictory. The PKI poll anti a recent USIA poll suggest that newspapers '

lead easily, hile most experts believe that television leads easily. In any "'-

case, at least four conclusions can be made. First, no other information

service rivals these two. Second, the relative importance of broadcast to

written media increases as we focus on less educatcd audiences. Third, the

broadcast media are gaining in infl:ience. Fourth, television is clearly

preeminent if one moves from the provision of news to political socialization

more broadly defined.

Striking cross-ownership diminishes the political significance of

whether newspapers or television leads. It also increases the political

significance of private ownership, for that ownership is highly concentrated.

A proliferation of periodicals and broadcast stations should not disguise

this concenitration. Rota makes the basic point, though in exaggerated terms:

"It is analogous to suddenly mergin-. ABC, CBS and NBC.. .plus all independent

television stations in the country and many other mass media and cultural

industries anti then giving full control,..to three families." In fact, .- ;L

Mexican cenrralizatien is not sudden. Television was inaugurated by the - "'-"

O'Farrill family, owner of the nation's second largest newspaper chain and

other nedia, therety helping to form the nation's leading communications

conglomerate. The AzcLrraga family then joined television to its other

entertainment enterprises. With tile Alemnan family, these two united to form

I-"
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is noi - I eievisa. In turn, "'ei rvis. owns 75. of tne Snanist, lnternai ona !

ie . .r b.it lit *S extend 1:.' i1 fitUenct i1 Lativ ?imer ic. an(! SI; aireadv

% reaclt:., i. million U.S. (tispanic) viewers! 'oreover, rte ;ran.! media

%. cocenTrrarions are rit c to broader busiuess intersts i',cluding real estate, %.%
%

j steel, and bank:ing.

Challentes to the Political System'

Leaving political socialization in private hands runs great risks of

delegitimizatLon thirough denationalization, just as it does in education. In

the media, 0owever, there, is no parallel to the dircet foreign provision

. reprcsent ed by graduate studies. The U-I7 study finds that only 6% of even

well-educa.ed Mexico City residents name foreign media as their first or

second svurces even for international news. Considering socialization more

troadl., the more than one billion comicbooks and photonovels sold annually

are Mexican not only in ownership but in content as well.

Regarding most media, however, there is reason for worry over

"" denationalization. . one thing, Mexican owners frequently transmit U.S.-. .

product6. Television is saturated with U.S. shows, accounting for nearly half

the transmitted hours, cinema with U.S. movies, and radio with U.S. music.

Equally important is the U.S. influence on media produced in Mexico. Chagrin

over "gringoisms" has recently led to creation of a governmental Commission

for Defense of the Spanish Language. Above all, concern focuses on how

*- television in particular socializes Mexicans to U.S. values or, worse still,

the values of U.S. television. Yet the concern is not converted into

counteraction, perhaps because the political system has still not appreciated
* the new power of tele, sion or figured out what to do about it--despite irs

own study shoving that primary school children spend more time watching
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iIE- fro- denatioulaIiz.tio', an im. fediate nolitical threat relate., to'

relativvc deprivatioi--never befor i s a medium presented sucn powerful -

images of wcz 1ti: and success to so manv whc do not enjoy even remotelv y

comparable status. NaturaI v, both relative deprivation and denationalization

can be especially serious problems in border regions. Richard Meislin

emphasizes how the disparities increasingly highlighted by U.S. television,

particularly as cable takes hold, relate to diminishing Mexican buyint, power,

economic crisis, and PAN stren.;th in the North.

Whareve:r the preoccupations about the border, a moce genf'ral concern is

tat the media may be promoting a serious Do]iticr, split between the Dvr"

and urban centers of opposition to the PiI. Television, often trausnitLn..

rightist messages, is increasinly at the center of this corcern. It is a

more important news source in several lare provincial cities than in the

D.F. The whole matter becomes particularly aensitive to the degree that

television is tied to business interests outside the D.F. and associated with

politics to the Rint of the regime's. ,On the other hand, television shoul.-

be seen as a iiomogenizin , force as welL. Transmissions emanate overwhei.minv-".

- from the D.F. In contrast, citizens in provincial cities read printed media

from a mixture of local and national services.

My assessment of other media is similar to my assessment of television

in this regard: If they are playing a role in a potentially dangerous

political split, this role can be easily exaggerated. Put another way, the

issue merits monitoring but does not at this point warrant alarming

.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . .
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coitt .1us on.- '-or exa-i'I E * .L..!ou 1 ': tit, inedin ar;L its consurer.- are~ mo~re

t., tne Iijtian~ iijor prov'inc ial Iciti es than in tne ... t tf di fierences d

- ~ not appenr decisive . Tnce most important l ef t-leanin! newspaper Vnomasuno, an(

* magazine, Proceso, ar-e read niore in thle D.F. than in provincial urban centers

*but they are read very little anywhere. And compare tile USIA percentages of

'exico City vs . provincial urban magazine readers who aff irm tile fol lowin-: >
They call be identified with thle Left or Left of Center, 31t vs. 231%.; the U.E. i

should be viewed favorably, 32,. vs. 5(8 ; tile U.S. generally treats mlexico

t uf a ir I v, s v. 63/..; dependency Onl the U. S. shoulId he 'teXi co, S mostA

*iimn-ortautii interaational concert,, 19% vs. 18%; foreign investment is Food "or

Nexico, 5(;1" vs. 59X; forei t'n investment is good for exico, 5%vs. 59"..

The role of tile regional press also warrants monitoring more than

nnarm. Accounting for rougiulv 85%. of both daily and nondailv newspapers, it

is more criticai o.f the national governnent than is thle D.F. press, but I do

not see tihis difference as either dramiatic or new. The most serious concerti

could involve movement by tine media to promote explicit, organized, political

alternatives onl thle KRi ght. For example, while thle D.F.-based press gave

little attention to the 1965 Sonoran elections, some of the Sonoran press

expressed regional pride in its competitive political process, warned of

repercussions if the PRI stole thle elections, and then criticized the

eventual outcome

Beyond such regional factors, how dangerous is mnedia opposition to

regime policies? Ny inclination hiere is to concentrate on thle growing media.

Primrilybecuse of television, newspapers and mragazines are declining i

* relntive importance; besides, the regime has obviously been able to coexist

g70



witO tr; f.'- , w,. r',. It as nfls, bee. ab It to coexist 'it t 1.- r .i

t,-iz:l , r;11 :;'i: 1t:: i . e l.en c ., , c ,i- re!I',! i , a o(.t at al low.i :I tUlt.

"rp., test , t it uo- fr di,se nt in prec isOI V th-s, outlets. Acaoemic boo. ',

journals are good exariplt:s. Comicbooks are inLerFstins- in tnat they do

portray to wide atudiences how unfulfilled revolutionary promises have been

and yet come under less censorship than newspaperb. best-selling books like

Lo NAepro oel "e.:ro hurazo, exposing the correaption of Lopez Portillo's :.exico

City police chief, could represent more of a new challenge. So could the

works of Voung novelists reaching a middle-class audience with themes of

political disillusionment and the deterioration of life in Mexico City; this

threat relates to tne widened guuf between intellectuals and the 'overnment

since 16,i.

but television is clearly the most important growing medium. Riding
1R

fears that television "is in fact undermining the system by subtly leading

tne viein'.; oublic to the right." On foreign affairs in particular, where

other media have been freer than on domestic issues to endorse leftist

positions, television proinotes rightist positions such as the U.S.

' anti-communist view of the Central American conflict. Not all news shows tkie

such positions, but 24 ioras does and it captures more tihan 90% of a nightlv

audience of 15-2:) million.

Finally, another development in television challenges the regime from

moth the Right and the Left. This is the time alloted to opposition parties

through the political reform. Thus, for example, the leftist PSU,- could put

on, colorful, professionally produced footage documenting repression in the

provinces, trial abuses, electoral fraud, and PSUV efforts to combat all of

these.

......................................................-.. "_.. 'o



AIt hour I rtiC med i a nrie-.ertr soricroe'i. cr, a I1pn'a~es Cv L 0w F -A) it I Cc,'

sytc. ruvalso continut, to supporL tile svStea'.. rirsr, diss~ent remnains tile

except i. Jus- as dissentr is most limite6 in rnr Tedia form., wiril the6%

lariest audiences, so the~ principal orl-ans of dissent within each forin rema in

*relatively small. For example, UnomasLMo trails far behind basically

*supportive dailies like Novedades, Excelsior, and La Prensa. While these

otners reach a wide sccio-economic spectrum, Unornasuno attracts only a few

percent of the obreros, peasants, and underemployed. The samte can be said of

Pi-oceso' s standing aloui,:side such magazines as Ticnro, SiemDre, and

especially Imnacto, and even 1Imoacto trails far behind rte politically

*inocuous Selecciones (Readerb, Digest). Moreover, 11nomasunot suffered an

* internal split in 19&3, as Proceso did in 199Th. Granted, both periodicals are*

read disproportionally by political elites but they may thereby be viewed

less as ciiallen-es thian as sources of information, possibly influential with

a segment of that readership.*..

Naturally, the continuinL lackw of direct media challenges is partly

explIained by continuing cpensorshiip and, more importantly, the threat of

censorship and punishment . The influence of Gobernacion and of control over

paper supplies are commonly cited. A. fairly recent case of censorship

concerns Jack Anderson's chcrge that President de la Madrid was transferring

accumulated personal wealth to Swiss accounts. A broader censorship threat

was posed by de la 11adrie's initiatives to tighten libel laws. Overall,

* however, the media appear more free to criticize the government than they

were fifteen, ten, or ever. fewer years ago.
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"in,,, ,,,ac., " I ,.,c, em-ha.NI zr, mr-L.ia,-v.ow.rnnit:nt Coo.ner a t ion Ir 1'a.! ,P"

" ,:ovtriie;1Z int: i.i ari no, alwavs separalu. Several P F r"- nf, vf "e i-

foulackL1 oIy nresidents.L The governnent hE.lped estatflisn Televisz:, istal I in.-

tie son of ex:-presidentL Aleman as news director and retaijninj," L role ill n F

selection. It helped creiire 24 Horas. Pierce concludes that wihile the

goveri)nenL-media disrinction remains shrouded in mystery, "state-private

linkages have been steadily groing."

Even where the public and private entiti-c- are distinguishable,

coueration remains notable. The government subsidizes almost all major

prirred outlets. beyond that, it often supports the businesses connected to

media like Televisa, perhaps in return for favorable reportine. Nor is the
9. ' ..

oovernment posture merrly defensive; the government uses time media to promote ,-

its messages and to "float" ideas.

Niuch of what makes government-media cooperation so mutually
r.

advantageous involves corruption. In return for extensive and favcrable .-.

coverage, officials (and candidates) give direct oavments, monthly retainers,

consultatships--and winning hands in poker games. Media owners tenefit by

not having to pay good salaries ro reporrers and by receiving government

advertising revenues. De la Madrid's anri-Crruption drive must be seen

against that mutually beneficial context. Evert a brief historical perspective

reminds us that Lopez Portillo also pledged a crackdown. Still, de la

Madrid's attempt was unusually serious, at least concerning newspapers.

Payments were cut back, as were subsidies, while the president told employers

to pay reasonable salaries. Prices soared, sales plummeted, and many papers

folded. Part of tile government cutback and of the commercial difficulties

resulted from Mexico's economic crisis; but one also sees here s growing

2.2.
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tfcrnoc rait it.o i q.. in -'ov'rri',ent for ''olve-1 sniont"' ani unnrcvi sion ; -6

re ti~ onshi :~., .,a ! tii E 7 lA Madri a-iriinistration ha-S donle much- les. t.ia,

its succes.-or.- to "cultivate" tn:. nruss• Yet it has retreated fro' irs

frontal assault , leavinj, the i-mmeciiatc future of -overnnent-media relations 27

in doubt. A "successful" anti-corruption drive would threaten media interests

morc than would increased censorship--but it would also threaten some

traditional tenets of political legitimacy.

EXECUTIVE SVM'L-AFY OF I' PLICATIO;MS FOR CROSc-CUTTING THEMES

The locus of political socialization has shifted from institutions such

as the PRI and coopted unions toward television and other modern mass media

toat are overwhelmino.ly in private hands. It has shifted from the public

" school, the National Preparatory School, and UNAM to private schools and

increasingly to private universities and foreign graduate studies. How much

such shifts threaten the political system naturally depends on many factors.

These include (a) whether an organized political alternative is bein,"

pronoted by the increasingly influential institutions of political

socialization and (b) how much these institutions are, by penetration,

transforming the political system itself.

Oranized Alternative on the Risht? (Issues 5, 10)

Mexican political stability has for decades rested in part on the

dominance of a public political system over private power centers. Neithner

the evolving educational institutions nor the media present an independent

threat to the political system; a greater concern is that tiney are

stimulating and reinforcin trends that could lead to threats. Critical among

these trends are increased middle-class alienation and the raised voice of

the Right in political affairs. In general, hi.'her levels cf education

/o5% €
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corrciar( witi. ririti.;t -el iefs am support for PA. over P,.11; mor(

particui.riv, privnt universlties nr' certir, lv more associated tni .nuhi ic

universiti-s ' 1tn: such bcli-fs. And orivar television is widelv felt to

promote' sir-i lar tendencies. Tile redi:'s role can he especially sensitive in

conjunction vith the broad politictl reform, presenrtir opportunities to

* cover PAN campaigns, Iegislati ve positions and dissent, and tihe confrontation

. between PA7: legislators and tue cabinet ministers now sent by de la Iadrid to

answer questions in tile legislature.

A key to any political formation on the Right is the link with ,%

business, lon- the most significant actor on the Right. We have seen that

Mexico's private universities are closely tied to major business groups. .Iore

* obviously, tne private media are businesses; in fact, they are part of large

. business netvori,,s going well oeyond the media themselves. There is even

evidence that so;me important enterprises moved more heavily into the media

V..asutes
after the 1982 bank nationaliZation. This na-ionalization may have

demonstrated to them tihe pitfalls of only indirect political influence and of

limited social influence. In this view, they are therefore simultaneously

pumping more resources into social organizations and expressing their

political views more openly. COPARMEX (Mexican Employers Association) is

likely to remain unusual for its direct assaults on the de la Madrid

administration and the regine more generally as well as for its commitment to

- politicizing businessmen. Yet there is some shift in these directions, with"

suggestions of fortified business-PAN alliances in some states, as happened

*. after Chihuahua business interes ts were alienated by the bank

nat ional izat ion.

/to 6:
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*~i v-so *.- as, -r:n z, po i c .4--n tv an b x e~e . Tl-

-

rouns ote:; ovcrlaps. ror exar~ple, tne Noittlrev Croup', substantia&llyI

controls both the *-onterrev Institute and Televisa. The rabid]-.- rightist

Autonomous University of Gudlaaa easily the lartest pri~vate university

(over l5,GaDU st:ients), runs a mass circulation newspaper (Ocho Columnas).

Addi:ionally, the C::urch is sometimes joined in a private coalition, as whlen1

* the Itperoanmericana arnd Anarruac 11niversiries are tied to religious groups and

*to wealthy, supportive, businessmen. heyond this, tne Opus Dei is strong at

sevfral private preparatorias and universities like the Pan American

* Universi-v.

A formation on the Right of "horizontal"1 linkages among important.

scocietal institutions could move away from an authoritarian basis of

leg-itimacy in which the state, enshrined to promote the public interest,

* deals "vertiCllly" with such institutions, coopting tnem individually and

nrev'entinL any dangerous coalition. Yet the shift is only one of degree. For

examiple, the Church is allowed limited political space. 'lore important, the

private inbtitutions, Pven tne rightist ones, are not united. The Church does

not encompass in any unified way tte political-economic activity of various ..

rel i~ious groups. Business remainb divided over particular policies, as it

does over the desirabiliry of building a coherent political alternative.

Mdaare often divided into Mutually exclusive cliques. however much most

private universities have in common when contrasted to most public -

universities, scrong divisions exist arlong them. Moreover, the 19S5 elections

show once aeain PA., s basic inability to build or lead a coherent rightist

alternative to rhe revime.
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t/,c,,t ,F'r or not an (rgan zed rigni st aI t vrn t i ve even tuORI f orm ,

sli.t s in I)(,] I .ta I I ci-Z I LZZtion cleIr l are affecti: ti1.he role of .mijor

.roups an( toe strei,.'th of thze opposition. But iio%., much these shifts reanl].

titreater Lil rti,, r'e is anothler question. I b.lievc thal a regime that ha.

consistentlv rewarded privileged over mass groups can take some solace wnen

its principal opposition comes increasinely from the Right, and thiis is the

direction in which cnan,es in political socialization have pushed. As data on

illiteracy and rural scnool dropout ratee suggested, the regime has an

obiectively weaker defense to make against a leftist challenge. It is

rierefore sipnificant for politiccl stability thar challenges to legitimacy

may be increasincly related to private universities whereas fifteen years ago

tnev were so tied to public universities. Challea.ies from independent

rightist power centers will threaten stability only if they gain substantial

middle-class support, if business moves mucn more resolutely into the

partician political arena, if PAN becomes far more effective than it has

been, or if a professionalized military (educated and socialized now in its

new college) finds itself more comfortable with such challenges than with the

reax ime.

Private Penetration: Socio-economic Orientations and Eroding Political Skills

(Issues 1, 2, 4, 8).

Immediate threats to the political svstcm probably come less from an

organized alternative on the Right than from penetration of the system

itself. If so, thun we must revise the view, popular just a few years ago,j

that the system was ttireatheneo by its impermeability to private university

graduates and business concerns, by the fairly sharp divisiou between - -

political and economic elites.

.%" ,.
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pe~ i t-4 tI rn t~ Ju:astii r -ri-. ial nower Center.,

themi in poce uc n. Ti not ion of penetration complements the belief

that tradirionaJ legitimacy is threatened less by PAN as an independent

* al ternatLive tiiar by tiE fact that the forces it represents can increasinigly

penetrate PRI. '-Tilre many private and foreien-educatel graduates interested

* in oovernment office weaken PRI by not voing through party roures, more join

PKI than PAN. in office, the graduates pash the substajnce of policy toward

conservaltivP or neo-liberal vieos, the style of politics more toward thte

technocratic side.

In. terms o: economnic viability and social change, the analysis here

again leads to certain speculations. Most media will not explore the terrible

social costs of economic crisis and recovery. In painting official solutions

* in a uhvorable light, television plays an especially important role. Yet that

mnediur., in irs non-news shows, increasirtly does more than any other to show

5,* life stvles that run the risks absociatpd with relative deprivation.

* Meanvinile private- and foreign - educated policy-makers clearly have

* specialized knowled1:e and "international" policy approaches that neip manage

*the economic crisis. But they tend to emphasize economic rationalization and

viability over social costs such as unemployment and even perhaps political

* costs such as a degree of labor alienation. They emphasize incentives over ~

subsidies and welfare, foreign i-ivesrrnent and cormpcrative advantade over



econoflJc b, -!crc1j-n*v an'. nrotect ±oiiiL r, andit reneved grcjti, over ct ten', iou to

rcai.,triurion and severe elite-.nass inequitie..

1 jo iio want to exat-erate tI,-.>, nol icy tendencies; lor one rhiin,

sev-ril cav bc secn as lone characteristic of the exicau developm.ent mode].

o~n- lc, otners are new or accelerating trendb. Norleover, this is an

exaiuple of wherr shifts in political socialization apparently have immediate -

policy impacts becaue they fit in with other pulirical-economic

developments, notablyv the economic crisis and Mexico's marked dependence on

the U.S. and I IF to combat it.

Beyond any changes in policy substance, shifts in political

socialization are affecting policy skills and style -- and tnereby raise

questions about the ability of technocratic personnel to sell their policies .

to a suffering public and to manage the political tensions that might so

understandably result from rationalized socio-economic policy. Negative

impacts may be cushioned less or simply less disguised than in the past. We

have seen, for example, how private univesity graduates lack the political

training and bargaining experience characteristic of many public counterparts

assuming governmental posts, just as we have analyzed implications for poer .

shifts involving certain ministries mid ewen rhe presidency. Politically

unskilled or insensitive officials may be particularly ill-prepared to deal

witth labor and peasants or to manage the political benefits and risks of

corruption.

Technocratic orientations may make it increasinp,lv difficult for

." intellectuals and representatives of the "nationalist left" to feel

• . . . . . *-'

% ,comfortable remaining inside the regime. For example, these representatives

are concerned over conservatism and denationalization in the media and may

.... ........ .,,.. ....... .................... ,.......... .........- ,-m -- % " " 
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nre I t o na L'nliz- t Ievi..- ou kno, at-. i-pIausi iil neveIonment). xor t

',encra 2 , an. cruc t.. , ttit, ,-tet rat ion of diffiert-it lv ecucatee a]ensiI;f-

ad i jonal Iv eiuc:t ,i n( rso||eI cou 10v leld to serv.rt- in ra -overni ent a

Tne cnanging npatterns of political socialization may have implicatious

for thc electoral process. Our data have suggested accelerated movement

roward the prival -ani foreivii- eoucated in electoral turnovers. Public

universitv graduates will continue to dominate among elected officials, but

major shifts will continue in appointments and the balance of power is movin"

toward those with little elected experience. Even the elections themselves

could be affected. Much of this will involve PRI's need to respond to the

growin" cnallenge on the Right and to "modernize" itself. The 1935 elections

in Nuevo Leon and Sonora provide some evidence in terms of candidate

selection. However, despite heightened coverage and interest by both theU.S.-

local and press, these elections basically confirmed electoral continuitiesA
and the minimal role of the media (especially the natonal media) in providing

information or accountability to the citizenry.

Poison Candv'? - Imnacr on %lexican - U.S. Relations (Issues 6, 7)

At first glance, changes in political socialization might appear

overwhelmingly favorable for the U.S. government. Private television provides

favorable news coverage; equally important, its favorable depiction of U.S.

life-styles reaches a growing percentage of Mexican households. An increasing

proportion of policynakers are being educated in the U.S., an increasing

proportion in private universities much more oriented than public

universities to U;.S. techniques, values, and policies. It is more comfortable d."e

and perhaps efficient for U.S. policymakers to work with those socialized

% .. o... ... °.... °. .*% -. .. .. . . .. ° ...-.- °%.-- -- -o .. °J. ° o.



sir iar 1v In f orei)no i ±c\ one sees L kreater li kt IlihooL; of alit -conmmunsr

and oi orposit ion to' aid for Cutia, Nicarat'ua, Salvadorean puerril1las, and

Guatemalaiis fleeing ri ,htist repression. It is natural for U.S. privare

inrerests (as with satellite trans-nissions) and governrmenr agencies (as wit.,

Ali) monies for private university development) to wor: with Mexico' s evolvill"

institutions of political socialization.

But there are also dangers. MeIxico's political legitimacy has surely

been related to nationalism. Trends in both education and the media raise

serious questions in that regard. Moreover, pro-U.S. positions may undermine

the oft-cited use of leftist foreiign policies to secure popular and

iinttllectual support for a regime whose doinesric policies leave much to be

desired by those groups. Finally, to thle degree that there is a formation of

a rightist political alternative involving elements of private education, thle

Imedia, and business, even a percetion that the U.S. is promoting it could be

* especially dangerous. Before he was assassinated, widely read columnist

* Manuel buendia w~rote repeatedly about ominous political activities by groups

centered in jalisco and Colima and composed of representatives of Televisa,

I oca I 11WSpapers , COPARMEX, and Opus Dei -all operat ing principal ly through

through the private Autonomous University of Quadalajara and with imlportant

backing from the CIA and Amnbassador Gavin.

CONCLU'SION

Some changes in political socialization can affect legitimacy and

*stability only indirectly and over time while others are already producine

*notable and intensifying impacts. The impacts are greatest when they promote

* broader political transformnations, suchn as thle shifting- power anong major ~N

interest groups. Changes in political socialization are affecting both masses

.2 
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v'it o. and st reni:then , bott 1rivate and forei gn interests but tney are

ebpeciallv threatened by tih(- peiitration of evolving policy orientations into

the icart of government We cannot know which threats might in fact

undermine stability -- in part because we could never know, exactly what has

explained Mexico's extraordinary stability to date. We do know that one

ingredient has been tie svste-.'s ability to accommodate itself to new social

and political circumstances, rather than to cling to outmoded ideas and

techniques. Changes in political socialization now provide a major test of

thiat ability
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ISSUE #4

'WHAT WILL BE THE IMPACT OF CHANGES
IN

POLITICAL AND INTELLECTUAL LEADERSHIP?w

BY

PETER H. SMITH
MASSACHUSETTS INSTITUTE OF TECHNOLOGY



Mexiuco stands on the brink of far-reachino transition. a--.

Economic crisis and austeritv policies have brouight a harsh end

to the famous "Me%: i can miracle," inflicting unprecedented

hardship on wage-earning workers and the salaried middle

classes. The deterioration of social conditions--crowdino,

congestion, pollution--seems to have passed the point of

salvation. Political tensions have led to the disruption of L

longstanding bargains and tacit accomodations: the 1?82 bank

nationalization seriously weakened (and possibly destroved) an

informal agreement between the ruling elite and the nation s

business sector, blatant corruption has created widespread

disenchantment, and opposition parties have issued a new and

vigorous challenge to the long-dominant PRI. The revolutionar,

consensus, so long taken as a source and model of stabilitv.
appears to be under seige. The question is what will come ne'-'t:

where is Mexico going?

Much of the answer will depend on leadership--on the will and

capaci.tv of ruling elites to respond creativel,, to problems and

opoortunities. ,The rest of the answer will depend on the nature . -

-o the ssues themselves, whether they are susceotible to ool cv

measures or whether they simply overwhelm the system as a

whole. ) There are numerous groups within the cOLntr s

leadership :adre, and two will receive attention here:

intellectuals and technocrats. To emoloy the phrasing of the

assignment for Issue 44: What will be the impact of changes in

..... .. .
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I.
political and intellectual leadership?

APPROACHING THE PROBLEM b..

Let me begin with definitions. By intellectuals I mean those

who play a creative role in the conceptual articulation and

public discussion of political and social questions.

Intellectuals can perform their task in various forms--through

scholarship, fiction, commentary, art. They can employ different

degrees of directness: sometimes they focus on the assumptions

that underlie policy questions (such as the nature of national ,'-

identity), sometimes they deal with practical matters (such as

policy towards Nicaragua). In contrast to their counterparts in

the United States, very few of them can make. a living from their

intellectual labor alone. As a result they do not work

exclusively within the universities, they cannot always devote

full time to their creative efforts, and they do not rely only on ' ,

academic and literary outlets for expression. They often write

for newspapers, for example, and many of them are wage-earning

journal i sts.

As in other Countiis of Latin America, a critical +acet of

their role derives from their ambiguous relationship to the

state. Through their commitment to the pursuit o* ideas.

intellectuals require (and usually demand) the right and

opportunity to criticize governmental authority in a hiahl.,.

charged political atmosphere. They seek to offer an independent

voice. But in a practical sense they are dependent. Most

, ~~~~~~~~~~~~~~~~~~~~~~~~~~... .:..._.... _. ...... .......... ............. >...i_........; ... L..



universities are supported by the state, the media are closely

supervised (and sometimes censored) by ruling authorities, jobs

and positions are invested with political overtones, the

availability of state-sponsored generosity (bribes, favors,

Payoffs, appointments) poses a constant threat to integrity. .

Intellectuals in Mexico cannot escape the state; they have to

come to terms with it. As a result, they are continually testing

the limits of official tolerance, seeking to establish the

boundaries of permissibility before deciding whether to overstep

them or not.

The defining characteristic of technocrats, or tecnico,

pertains to the nature of their credential for recognition and "

employment: it is a certificate of expertise, usually a

university degree (often a foreign one at that). Whereas .'.-

intellectuals tend to present opinions and viewpoints on public

matters of general interest, technocrats claim to be in command

of specific skills for the resolution o+ particular polic'.•

issues. Imbued with the prestige and authority of "scientific"

knowledge, they appear in various fields: agronomy, encineering.

and. irost recently and most emphatically, economics. The., differ.."

in outlook and opinion among themselves, the y take di+1erent

sides of arguments, but they have one thing in common: a standard

ticket for admission into decisionmaking circles.

It is in this regard that Mexican tecnicos differ markedly from

PohLticos, those who make their way up through the comolicated

°-4-
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network of electoral and partisan offices. Politicians make

their claim to prominenc - not on the basis of scientific

expertise. but on the basis of social skills and accumulated

contacts. Perhaps most important, for them, is their ability in

negotiations and face-to-face bargaining, and their principal

resource is a structure of personal alliances. (Also relevant.

but less crucial, is their experience in dealing with mass

audiences--not in the sense of getting votes, given the realities

of Mexican elections, but in the sense of establishing symbolic

and rhetor.cal ties between elites and masses.) What politicians

have to offer, as a means of gaining entrance into the elite, is

a demonstrated talent at working with people, at striking

bargains, at giving and getting support, at learning and

respecting the rules of the game.

Ideal types help illustrate the difference. A likely

technocrat will have grown up in an upper-middle-class family in

Mexico City, attended the Instituto Politecnico Nacional, gone to

UNAM, done graduate study at a prestigious university abroad

(Harvard. Stanford. Cambridae. etc.). then immediately -found a L

medi um-to-hirh Level position in the national bureaucracy, either

in ministry or in the semipublic sector. A classic politician

would have come from a lower-middle-cl Ass background in A

provincial city. attended local schools, studied law at UNAM cor

elsewher_. and then begun a long apprenticeship in the PRI and in

so-called elective offices (in municipal councils, state

legislatures, etc.). Politicians tvplcalli emerge +rom more

5 - 1/9



modest circumstances than technocrats, and, when they reach

national office, they tend to be a good deal older. In addition

to differences in education and preparation. there are

differences in class background and generational experience.

In actual practice it can be difficult to tell the difference -

between a politician and a technocrat. Hard-working polfticos

often acquire some mastery over technical issues, for instance,

and back-slappina tecnicos can temper their recommendations with

political considerations. This is fact makes a good deal of

sense, since one of the keys to advancement through the system

%H

would be the ability to absorb and expand the range o personal

contacts and skills. (And it has led Roderic Ai Camp to coin the

term "political technocrats," though I have chosen to omit the

adjective.) But the definitional criterion, as I have proposed

it, relates to credentials at the point of entry into the

nation's elite, not -to all facets of the career. The blurring of

lines is to be expected: it shows that the distinction works. not

that it is meaningless.

Changes within and between these aroups--i ntel 1 ectual S,

technocrats, politicians--will no doubt have imoortant and '

enduring effects on leadership in Mexico. In this paper I shall

focus on two basic trends:

*the progressive alienation of intellectuals
from the state, and

*the apparent supremacy of tecnicos over

plticos in national politics.
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~ . t -

- . - . - . . - . - . = = == - . -- - : . : : , [ - ,-6



. " < q'' .5-r'r' '
"- 

. . 7 '"7 '"< - . - _ 7 .7 -n . 7 '- IL;-7 - ,.7 IL- " =" -

Most a+ the consequences of these two developments, however, ," L

are more likely to show up in the long run rather than in the

short term: the effects will probably be more gradual and %

incremental than sudden and dramatic. For this reason I wi i 1

move beyond the bounds of the immediate assignment--to

prognosticate over the next five vears 195-1990)--and take the

liberty of looking into the 1990s and even beyond. Five years

would take the anal ysis barely beyond the next presidential

transition, whereas some shifts in leadership may not show up

inti' the next century.

ALIENATION OF THE INTELLECTUALS

For decades after the Revolution intellectuals tended to

collaborate with state authorities. The promotion of education -V

was a primary goal of revolutionary leaders, and universities

developed into crucial training grounds for national leaders.

Artists and writers dedicated themselves to the articulation and

elaboration of a political ideology that came to form the basis

of a national consensus, a set of assumptions that endowed the

state with the legacy of the Revolution itself. There was

critizi=m. to be Sure. but it functioned within limit o .

o~ficial tolerance: the state might fall short of the goals of

the Revolution but there could be no doubt that the state kano

the President and the PRI; were makinr leaitimate and sinczre "

attempts to meet their historic obligations: there miLgnt U G.

suffering and inequity but there was no need for a social

-' I2l
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revolution because Mexico had already had its official

Revolution. So long as intellectuals respected these limits they

could operate with the permission 01 the regime.

Indeed, the Mexican government constantly cultivated contact

with intellectual figures and supported their endeavors. ..

freuentlv enticing them into semi-honorific public otfices.

Prominent writers often received ambassadorial appointments. The

state and the intelligentsia both needed and supported one

other.

Then came 1968. The massacre of students at Tlatelolco that

October suddenly disrupted the longstanding agreement between the

intellectual and political establishments. Such leading writers

as Octavio Paz and Car-los Fuentes strongly denounced the

repression--the memory has, in fact, inspired a whole genre of

Ttatelolco literature--and essayists began to question the basic

legitimacy of a regime that Would wage such brutal war on its own

youth. The universities, increasingly radicalized, became

hotbeds of opposition. Even as President, Luis Echeverri'a was

unable to comolete a ceremonial visit to the National Universit',

.nd hcad the flee from anar. student crowds. The t i ne-honored

pact was destroyed.

Discontent simmered throuqh the early 19's, as Echeverr

managed to coopt some erstwhile student leaders, and then a key

development took place: the intellectuals began to find new

outletS for their views. A crucial event in this process was the .

r ." .I
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Echeverrla administration's assault on Ex glior, a Mexico City

newspaper widel, respected for it- independence and high

standards. In 1976 the government orchestrated--or supervised.

or at least permitted--the ouster of the 0aer s editorial

leadership. It was a harsh reminder of the limits of toleration

and of the dependence of the media.

Perhaps more important, however, was the creation of a rival
press. Julio Scherer Garcfa, the displaced editor of E;,cLsior,

took many of his top writers and created a weekly newsmagazine,

Proceso. Newspapers appeared in addition. Before long a new

daily, Unomasuno, challenged E)xcelsior's position as the foremost

paper in Mexico City. In 1984 it would be followed by La

Jornada, led by some of the most prominent young intellectuals in

the country. Reviews like Neios, modelled after the New York 

Review of Books, would provide still other outlets. In ef.fect,

radical critics of the regime found new means of expression.

They would still be dependent upon official toleration, but the

bounds of permissibility had been stretched--and the range of

possibilities increased.

The e':panson ot intellectual opportunit'v had it- parallel in a

political opening too. One of the kevstones of the Lope:

Portillo administration was, of course, political reform. which ,.

had three central elements:

*legitimation for parties to the left of the FRI.
including the Mexican Communist Party P

*a guarantee of one-fourth representation +or opposition

: :!'-:S
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parties in the Chamber of Deputies (that is, 100 out of
a new total of 400 seats)

*amnesty +or political prisoners.

The goal of the reform was to give the opposition a voice

within the system, to channel discontent and to increase the

prospects for cooptation. .

What it has produced, at least in institutional terms, has been

a flourishing of parties on the left. Bv 1982 the PRI was

challenged from the left by a plethora of parties in addition to

the old-time Partido Populista Socialista (PPS): the Partido

Socialista de los Trabajadores (PST), the Partido Revolucionario

de los TrabaJadores (PRT) , the Partido Mexicano de los

Trabajadores (PMT) , and, most conspicuously, the Partido

Socialista Unificado de Mexico (or PSUM, a coalition created in

1981). Mexico's new left has yet to gain a strong electoral

following--with just under 10 percent of the vote in the

disputatious legislative elections of 1985--and it has suffered

from internal schisms. But its mere existence introduceo a novel

element into the national political scene, especiall, because it -"

posed a aenuine challenge to the PRI. It was not. li!ke the old

FPS, Limited .nd lov.l opposition.

And despite its electoral weakness, the institutionalized let-t

has caPtL, red stronq support +rom the countrv s disaffected

intellectuals. This is a major development. Critics ot the

regime now have a place to go, an alternative to the politics o.

cooptation (which nonetheless takes place, but not on the same

- " -/-'?'
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scale as before). And they depict the regime, not as the

culmination of the Revolution, but as the betrayal and corruption

of that noble legacy. In other words, events since 19,ha have

made possible the creation of an ideological alternative to the

system and the PRI, a development that in turn derives irom the

rupture of the time-honored understanding between the state and

the intelligentsia.

In the meantime, the political right displays a doctrinal

vacuum. While the Partido de Accion Nacional (PAN) has mounted

an palpable threat to the PRI at the polls, especially in

northern states, it has not developed a powerful right-wing

ideology. (Here it contrasts with the left, which has strong

ideology but weak electoral support.) To date the PAN has based

its voter appeal on a series of negative platforms--advocatin.

rejection of the PRI, of corruption, of communism, of statist

policies. It has not yet fostered a coherent position of its

own, and in this regard some observers note and lament the

absence today of prominent conservative intellectuals like earl-,

PAN theorists Manuel Gomez Morin and Trinidad Garcia. One could

imaoine the articulation of an ideology derived from the tenets

af Christian Democracy, a position that would perhaps improve the

PAN's image both inside and outside Mexico. But it has not

happened vet.

Which does not mean that it cannot occur. Institutional

developments have at least begun to create approori ate

% % %
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conditions. In the last twenty years Mexico has witnesseo the

formation of some conservative research agencies, or "think.

tanks," such as the Centro de Estudios Economicos oel Sector .

Privado and the Instituto de Banca y Finanzas. Priate

universities, such as the Instituto recnologico Aut nomo de

Mexi-o (ITAM), have not onl,, appeared but have prospered; many

analvsts believe that ITAM. for instance, has the best

graduate-level economics program in all of Meico. The

institutlons and the resources exist. We may well be about to"

witness in Mexico the same kind of right-wing intellecttal and

ideological ebullience that has so characterized and dominated

U.S. politics in recent years.

This potential broadening of the ideological spectrum in turn

reflects some long-run secular transformations in the nature o-

Mexico's intellectual I i fe. One of these trends might be

described as massification: universities, most notably the UNAM,

are no lonqer intimate communities: they are enormous

instititutions with hundreds of thousands of students and staff

r and faculty, city-size complexes that give added meaning to tlhe

notion of= a ciudad Uni,,ersitaria. Networkinq and clique-buildin-

(or camarilla-mak ing) still occur but in a vastl different

acontext, with far less assurance that this /ear s graduating

class of lawyers will be next ,ear's aroup of cabinet hopefuls-.

A second and related development is decentralization: in addition

to such private schools as ITAM there has been the appearance o+

some strona and thriving state-run i nsti tut i ons--"provi nci al

-12-



universities." as ca2itolincs like to call them--plus new sch-jls

in mex<ico City itself. UNAM is no longer the only serious

institution in the country. A- third underlying pattern is

disciplinary diversification: humanities and law, once the

preeminent backgrounds for aspiring public figures. have yielded ..

grou~nd to economics, accounting, engineering. architecture. and -

computer sciences. As a result, Mexico's academic community is

becoming less homogenous, less exclusive, and less directly tied

to the regime. And as a matter of political and demographic

re;-7l'tv thers is simply rict eno-ugh room 4or all1 these n e!ljIV

minted intellectuals within the current system.

What might these tendencies mean for the future? In the short

run probably not ML.ch. There may well be some consolidati'on and

unification of ideological and partisan positions on the Mexican

left; the presentation of a unified leftist challenge to the PRI

in the l'9e8 presidential succession could result in a stronger

electoral performance (perhaps 15 percent of the total, 20 --

percent at thne most) but it would not dramati callyv transform the

~oun trv 's pol itical landscape. Lik-:ewise, the PAN miaht bolster

i ts ,lai~r nd corti nut its ASassl t on -the s-NCees an d

inconsistencies of the PRI reqime. and-notwi thstandi na th e

just-compl1eted IlQ85 el fecti ons--i t mi ght capture a governorsh-l o cr

senatorship b%/i 1022. Out it is riot about to win or even d IS DU ta

the presidency.

The lonqjer-run implications of intellectual alienation will

-17-/2



mnore likely Appear af:ter 19?88. The regime's acceptance o-f a

-position at the center o+ the political spectrum, flanked b%.. a

*coherent Left A nd A n saaressive right, CCOL1d lead t

considerable weakenina of the PRI's claimn as the sole inheritor

of the nati on 's noble revolutionary legacy. The loss of this

s-imbolic monooolv would make it easier for voters to cast ballots

for other parties but. more importantly,. +or aspiringaciit

And intellectuals to throw their support to the opposition of

ei ither l e-ft or right). Thi.s, i n turn, coul d l e Ad t o

~rgmntt~nwith the regime .tseit. including the Appearance z~

b r e A a way factions from the PRI. A~s the intell1ectual :sn d

ideological scene becomes crowded and confused, the regime could

lose its position of hegemonv. And this, in turn,- could lead to

a ither one of two results dUring the 1990s: pIu raIi zAt io n and

democratization, or reaction and repression.

Inr other words, the progressiv'e (and possibly accel erat i nqI

* departUre of intellIectualsa from the rul ina coal iti on cold d have

-. serious long-term consequences for Mexican society and politics.

IIn f-hjia r F-qa r d it is essential to remember that, in Me-tico '.and

eIs ewjh er e i n La.tin ",-reric a) intellectuals h,?av. e much !.reater

i mosortzAncq than Ln the U. S. For years the Mex ican intel iari S a

Vperformed a crucial function for the reai ine, not o nly t'hrouah L

what it used to rio ',support the reg-cimes lamto rFe'IolUtionsr;.

legitimacy/) but through what it did not do (define -An ideologlcali

alternative). This has all changed since 1960. The future offers

opportunity and, for the regime. cautse for preoccupation too.

b -14-



TRIUMPH OF THE TECNICOS?

There is hardlv an. doubt that technocrats hae re VO ,..zT.St

dominate Me.,ican politics over the cast fifteen .ears or so.

Miguel de la Madrid is the third president in a row who never

held any prior elective office. and he had less experience in the

PRI than any of his predecessors ,and. as we i:now. he had even

gone to Harvard'). His destaoamiento was bitterly resented ov _

party regulars. especially bv the since-sacked leader of the PRI. .

.nd he has had uneasy' relations with such personalities _s ice9

VaI1lauez. The De la Madrid cabinet consists almost entirely of

tecnicos ,only one, the late Jesus Reyes Heroles, had ever held

any major elective position, and he was a renaissance tvpe with ,

significant intellectual and manaoerial accomplishments to his

credit as well: the mayor of the Federal District also appears to

represent the more traditional poLiticos. but there is no one

else who comes even close) . Two-thirds of the current cabinet

officers have received araduate educations--compared to 1!

percent in the 197,]s and 21 percent in the 19's--and 6J. percent

of the D la Madr id cabinet has Studied abroad at s(ch

.t. t.t ne ss (ale Harvard. Wisconsin, and the Unotversi o.

London.,. "s thCuoh that were not enough. a few ,oLur technocratsr.="

iave been qien positions in the Chamber of DIeput i e- t e

time-honored terrain of part',, politicians. In brkef. the Me:'ican

" regime has been getting ever more technocratic in recent years,

and it has never been so technociratic in tone and background as

- --- •29
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it is now.

What is not so clear is the meaning of this trend. one 

prominent line or argumentation maintains that. fOr all tnelr

brilliance and education, tcnicos do not have the necessar',k

skills to run the country. By trainino and outlook, tecrnocrats:

*are prone to apply extraneous techniques and metods
to the resolution of national problems

*reduce political issues to mathematical formulas

*have little appreciation for the arts of negotiation

and compromise

*do not know how to deal with crowds or rituals

*are more comfortable in the presence of IMF
functionaries than Tlaxcalan peasants.

The, are also said by some to be arrogant, overweenin. _fit

pretentious. And because of their concentration in Mexico City

where they can work in air-conditioned offices, tecnicos are

depicted as ignorant and ill-informed, more likely to know the

outcome o+ a Harard-Yale football game than the dimensions ot "

political struggle in a Oaxacan village. The forecast here is

o b,1ous: if technocrats continue to dominate the scene. Me-ico i

in Fcr some seriOUS trouble.

I see the problem somewhat differently. Most technocratts wot mv

acquaintance are perfectlv aware of the dangers inherent in ..

mindl _. s in ortation of econometric models they are conscious .

political realities, and they realize the importance '.

negotiation. Some are rigid and some a-:e diflcult. 6ut therrr:
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are those who are able to acquire and develop political skills.

ever! some who handle crowds with ease. Note, For instance, that

Jose L8Pez Portillo (R.I.P.> became a master demagogue. and suchIa
an internationally respected Filure as Jesus Silva Herzog has

become a charismatic personage in Mexico. To be sure, there is a

Q uestion with reaard to skills, but this is rot the heart of t-he

problem.

The iSsue, as I see it, is one of social and political

balance. The key to stability for Mexico has been the

maintenance of an equilibrium among competing and collaborating

groups. Within the PRI this has been reflected bv the j
quasi-corporate structure of three sectors (one for peasants, one

for workers, and the so-called "popular sector +or everyone

else). And within the state apparatus as a whole, it has been

reflected by equilibrium between three major groups: tecnicos,

politicos, and militares, with soldiers apparently content to

operate as silent partners in the ruling coalition. The

ascendancy of technocrats at topmost levels threatens to destroy

this delicate balance and, with it, the incentives for other

partners to stay within the coalition.

This is a serious prospect. For decades, a political career

has held out the promise of upward mobility for ambitious Vounq
,, __ acko..u, ,.an

people ,/nainl ,ouno men) o modest middle-class backaround. and

.0

even for some born into peasant or working-class f ami Iies. ' ..

Dutiful labor within the PFI has carried with it the expectation

-17-
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o0 recognition and rewards, and this anticipation has provided a

sensible motive for cooperation with the system. Seen in this

light, what North Americans label 'corruption" has not only 

offered chances for material gain: it has also made it easier for

people to accept their ex<it from high office at a relatively

early age and thus make way for others. A freewheeling svste of

patronace has its disadvantages, but one of its constructive

consequences has been to give the ambitious a stake in the

system. This has discouraged dissidence, Fostered loyalty, and.

in so doing, promoted stability.

The apparent triumph of the technocrats has led to alteration

of this picture. Top-level positions are no longer as open to

politicos as they seemed to be before, and this has a corollary

implication: political power is less available to aspiring

members of the laboring and lower-middle classes, while it is

more tightly controlled by the upper and upper-middle classes.

Moreover, as though to add insult to injury, this most

technocratic administration in national history has instituted a

"moral renovation" camoaign that seeks to root out corruotion.

Man, politicians accept the maerits ot tni- initiative but the..

can be quick to point out that it was not qLirticos who abused

the traditional system, it was outsiders and upstarts like Jorqe

Sa z berreno "a businessman who became head of PEMEX) and Jose

Lopez Portillo (the technocrat who became president . Thev

insist that "moral renovation" should entail praise for loyal

service as well as denunciation of dishonest,/ and that po.Ltico7..s

-13-



should not have to pay the price -or others crimes. And the,

observe, with skepticism, that De la Madrid has made peace with

some of the most powerful but egregious offenders asuch as the

head of the oilworkers' union) while showing reluctance to -.

prosecute Lopez Portillo himself. Moral renovation is a fine

idea. they seem to say, but not at their own expense.

Have the politicos lost out forever. Is the imbalance

i rreversible? Probably not, at least in principle. especially

since the tecnicos have begun to lose their aura of invincibility

and superiority. The continuing crisis of the Mexican

economy--punctuated by a major de facto devaluation of the peso

and the announcement of yet another austerity package in

mid-1985--has raised questions in v-ar-ous quarters - about the

capacity and skill of the ruling technocrats, now sometimes

likened to the unlamented cientrficos of the prerevolutionarv

Porfirio Diaz era. The tecnicos no longer have a magic touch. r2
The 1985 elections have revealed a political weakness as well.

Accordinq to most observers, De la Madrid either allowed the PRI

ooliticos to perpetrate blatant fraud or he was unable to im!:- se

his will. Either wa,, he failed to master the situation--while

the politicos managed to demonstrate their continuing control of

the electoral process. (Some skeptics even think the clumSiness L_

o the manipulations was a deliberate attempt to embarrasS

technocratic leadership in Mex.ico CitI. In time, perhaps sooner

rather than later, tecnicos may come to realize their need for

-19 -
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support from the still-assertive oQlfticos.

Here is a situation where short-run events may have a lasting

impact on long-run developments. To be specific, the

presidential succession of 1988 could have a crucial effect on

the ruling coalition. Appropriate recognition of the old-line

PRI and the politicos could lead to resurrection of the

traditional alliance and. perhaps, to a strengthening of the

system and its prospects for the subsequent future. On the other

hand, continued subordination and humiliation o 2olilticos could

produce an immediate crisis--the PRI might even reject the

destaoado--and lead to near-permanent alienation.

If some such scenario were t- occur, one could then imagine a

migration and absorption of politician-types into other

opposition parties of both the left and the right. The remains

of the PRI would be the party of the technocrats, challenged by

intellectuals and politicians on both flanks. Or, in a slightly..
4-

modified version, social elements of the national elite might

divide along partisan lines: the left might be the party of the

intellectuals, the right would be the party of the businessmen.

the center (that is. the remains of the PRI) would be the mart.v

of the technocrats. All three grouos would compete for suP~ort

+rom the 2ol1ti cos. Such a scenario would lead to t h e

institutionalization of schisms and fissures within the dominant

cadres and, in ex:treme form, the consequent polarization would

spell the permanent end of the time-honored consensus that has

.. . . . . . . ..
-p" , .*. . ° *.- 4 .



characterized Mexican politics to date.

This would necessarily entail a structural transformation of

the political system, and it assumes a degree of democratization

that does not seem to be in the offing at present (especiallv in

view of the July 1985 elections). According to this vision the

opposition would command human resources and political strength....

the PRI and the system would have superiority but not supremac'..L

the legislatures would acquire new roles and the presidency would -7

lose its aura of omnipotence. It is one of Mexico's possible

f utures.

Another, alas, entails reaction and repression. The combined

exodus of intellectuals and politicians could create a

considerable sense of threat, especially if augmented by popular

discontent over continuing economic austerity. Street riots

could provide a spark, perhaps in the 1990s if not in the 1980s. I

As the late Manuel Buendla wrote a couple of years ago, official

union leaders -

are really terrified by the message they are receiving

from the people and as a result of the rise in the cost
of living. And they feel--because they are the most
sensitive part of this old and wise political system--
that at any/ time they could be overtaken by t, e union

Qrassroots.

1f that happens--and the possibility grows by the hour--.
the workiers' anger would spill over into the streets. It
would link up with the anger of the bureaucrats and would
have an immediate incendiary effect on certain sectors of
the middle class. Then we would have something much
worse than the hot and bloody summer of 1968.

2_ /3.
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The fact that a worker uprising has not yet occurred. for

whatever reason, does not mean that it can never happen.

The most likely response, in this case, would be repression by

the military. This would increase and enhance the role of the

armed forces, especially in the domestic political realm, and it

would create the conditions for an alliance between the military

and the technocrats. (Indeed, it is the development and

strengthening of these two groups that makes it even possible to

speak of such an eventuality.) If so, the Mexican regime would

begin to resemble the "bureaucratic-authoritarian" model of the

Southern Cone. though presumably of a less repressive type. We

would thus witness the "South Americanization" of Mexico.

This is not a prediction, but it is a possibility. The

realization of potential scenarios will depend, as I said at the .-

outset, on the nature of the problems and on the capacity of

leadershio. A cataclysmic depression in the capitalist world

would, for example, have such disastrous consequences for the

Mex,!ican economy as to be beyond the reach of national leadership

L11

alone: other external events (such as a U.S. invasion of Central

America could also pose serious threats to stabii t. B Lut

barring an eogenous catastrophe, Mexico's leadership will still

have space and time to make some choices. rhere ex i st

contingencies and variations, alternatives are not vet

foreclosed. The most critical single event in the net ,.,e

.ears will almost certainly be the presidential succession of

4--.
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1988. Whatever its substance and form, it will have far-reachin:

effects on the subsequent development a+ the system and on the

relati ve position of the countrv's technocr ats and

intel 1 ectual s.

PROSPECTS FOR U.S.-MEXICAN RELATIONS

In summary, Mexico faces three basic political futures.

Contrary to some observers. I do not think there is any serious

likelihood that Mexico will fall victim to a radical revolution

or a radical takeover within the foreseeable fLtture. The Fir-st

of the plausible possibilities, and the one that De la Madrid has

so far sought, would be restoration of the status guo ante--that

is, of the traditional compacts in existence up t6 1982--a

reconstruction of the old-time alliances and political

practices. A second scenario envisions genuine liberalization of

the political system, an extension of the institutional reforms

of the late 1970s and an acceptance of meaningful challenges fromr. a

both left and right. A third possioilitvy, disturbing and

realistic, entails a "hardening" or derechi-acion of Mexican

politics, with a sharp increase in repression and a conservative

alliance between technocrats and soldiers.

What implications have these scenarios for U.S.-Mexican

relations- Assuming that the United States retains its present

posutre towards Mexico and Central America, I would expect the

first possibility, preservation and restoration o+ the status

guc_ to be the most congenial for U.S. policymakers. especially-
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if De la Madrid selects a successor who will follow the course

that he has set. I would expect the second option,

liberalazation, to be the least congenial for present-day

Washington, since it would presumably involve a shift toward the

left and an accomodation with (or cooptation of) intellectuals .

-and other leftist groups. In the short run, democratization in

Mexico would thus increase the probability of friction with the

U.S. rather than diminish it.

The significance of the third scenario--hardening--is less easy

to evaluate, partly because we know so little about the attitudes

and outlooks of Mexico's military officers (see Issue #9). They""

might be eager to collaborate with the U.S. or they might adopt a -"

1Nard-line nationalist stance. My guess is that the outcome would

depend, at least in part, on the conditions that precipitate any ""

hardening or derechizacion. The foreign-policy correlates of - .-

this scenario strike me as volatile and ultimately --

unpredictable.

Observers and pundits frequently imply that the primary

resoonsibilit,/ for the management and improvement of the

U.S.-Me'xican relations belongs to Medico. It is Mexico s t aL t"

find a way to pay its debt, Mexico s obligation to fIno-

emplovment for its workers, Me..ico's duty to ex'tirpate the Orces

of corruption. Mexico's challenge to reconcile oolitical

stability with democratic evolution. The U.S. has done what Lt
r

can, according to this view, and the next steps are up to

'2 4 1.3
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I find this argument self-serving and oversimplified. What

Mexico does will no doubt be of crucial importance, but this s

no time for the U.S. to adopt a passive role. U.S. analyst= and

policymakers will confront two basic issues in the years ahead:

first, what is the U.S. national interest regarding Mexico? is

it more than the sum of particular interests? if so, how should

it be defined? by whom? and second, should the U.S. pursue a-

genuinely "special relationship" with Mexico and give it

preferential treatment? if so, how and why?

My personal opinion is that the United States has a profound

and persevering interest in Mexico's political stability and in

its peaceful evolution. The U.S. has been extremely fortunate in

having such a secure and friendly neighbor to the south (and

another one to the north': one has only to imagine alternatives

,Nicaragua. El Salvador, Guatemala% to appreciate that simple

fact, and to realize that relative tranquillity along the Mexican

border has enabled the U.S. to project its power in other parts

of the world.

It is mv further opinion that, in the long run, some measure 7j- + X

internal democratization in Mexico will protect and consolidate

this remarkable advantage for the U.S.. thouh thi s scenario

would necessarily entail some short-run conflict. Only time will

tell whether Washington has the vision and capacity to accept r
such a reality.

- .- '
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What Impact Will Major Groups Have on Policy-Making?: Trends in

Government/Business Relations in Mexico (Issue Paper 05, prepared

for working group on "Mexico: The Next Five Yearse) . ,

Jok J Bailey

Georga miversity L

23 October 1985

This paper summarizes some general propositions about

interest group politics in Mexico and then analyzes recent trends

in government/business relations. Two central premises are that

the logic of the political system is undergoing changes since

1970 and thus the received wisdom about Interest politics may

require modifications; and that, because renewed economic growth

is the primary domeatiL. tmin. the key concern is the business/-

government pact. The paper sketches the main actors involved in

this renegotiation and then characterizes the terms of the dialog L
during the first half of Miguel de la Madrid's government

(1982-88). The looking ahead" section of the paper argues that,

unless the debt and oil price situation becomes unmanageable, the

present government will continue its policy of economic opening,

and suggests how trade and Investment liberalization creates a

difficult domestic political challenge. The policy of opening is

-. . . ..
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clearly in the interests of the United States, but It say

Intensify some bilateral problems. Further, the United States

can best facilitate the policy of opening by maintaining publicly

a separation of bilateral from regional policy concerns and by

avoiding a high-profile endorsement of economic liberalization.

An ReuieSmayand a list of abbreviations appear on

2pages 26-27.

Interest Politics and Government/BUned R ates

Authoritarianism has served as the reigning Interpretive

model for Mexican politics since the id-1960, replacing the

previous and short-lived image of that nation as evolving toward

something like pluralist democracy. Interest group politics In

authoritarian systems are characterized by limited pluralism, low

subject mobilization, and a state interest. That ins, groups are

recognized but their behavior Is closely constrained by political

authorities; independent and active movements are discouraged;

and government is guided by an elite consensus on more or less

coherent programmatic goals.

The authoritarianism model led to more accurate and sugges-

tive analyses of Interest politics in Mexico. It more fully

accounted for patterns of state Initiative and apparent group

passivity. With some critical revision, this approach allows

one to sum up In a rough ii. b& fashion a set of propositions

about interest politics In Mexico:

--the state during the 19309-40s was the major force In
shaping Mexican society;

-- a system of interest representation was constructed

. '. .° .
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by government in a top-down fashion to encompass most organized K
groups;

--the formal system encompasses perhaps a majority of
Mezican society, but a much smaller proportion, limited largely
to a minority of middle- and upper-strata urban dwellers,
participate actively in interest p Atics;

--labor, peasants, and i le sector groups (including
some businessnen) are .represes~ in both the PRI and the
government bureaucracy;'

--diverse producer umd commercial interests are
organized into both mandatory chambers (e.g., CONCAHIN, CONCANA-
CO), as mell as into voluntary associations (e.g., COPARNEX);

--the formal system of representation is structured
* along quasi-corporatist lines, with functional criteria (e.g.,

labor, producer, peasant) generally more significant than
geographical boundaries;

--government most closely controls lower-strata groups
and grants preferential status to producer interests, upper and
middle sector groups, and selected elites (e.g., university
students, Intellectuals);

--government bureaucracy is coherent and responsive to
presidential control, but a degree of autonomy and bureaucratic
politics affects policy-making;

-- the formal system of interest representation Is
supplemented with complex Lnformal (friendship and patron-client)
networks that guide bmemd1ta. to the privileged and permit
communications with out gram*i&U ., the Catholic Church);

--a coherent state wtwest sets out programmatic
goals, which each administration can translate Into concrete
programs;

--in general, policy initiatives originate in the
ezecutive branch, involving the presidency at some point, and
interest groups are largely limited to reacting to government;

-- in policy-making, the formal architecture of
interest representation may be active in policy formulation
(depending on the attitude of the presidency), but the tendency
Is to focus on consultation during policy Implementation; the
Informal networks concentrate on policy implementation;

-- interest associations, reflecting government struc-
tures and processes, are highly centralized; and,

.....
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--the legitimacy of the Revolutionary projects (nation-
alism, liberalism, welfare) along with continuous economic growth
provide a consensus that supports Interest politics.

. -le

Formulated during the 1960-70s, the wisdom about interest

politics has not yet registered fully the significance of the

saxn.los of Lugs Echeverrfa (1970-76) and Jost Lpez Portillo

(1976-82). A premise of this paper Is that the basic pacts

that underpinned interest politics in Hezilco since the 1940s

are now being challenged and may be substantially modified.

Thus, the received wisdom about Interest politics may prove an

unreliable guide during this period of transition.

The postwar emphasis on rapid Industrialization through

fomenting an import substitution industrial base (a policy that

later became fine-tuned and successful as "stabilizing develop-

ments) created a working consensus that comprised an effective

state Interest. The Increasing structural tensions (as seen,

inter all& In income maldistribution, neglect of rural develop-

ment, and insufficient employment creation) as well as political

rigidities led some to question the efficacy of stabilizing

development. By reviving a populist emphasis akin to something

out of the 1930s, Echeverr(a Introduced a note of discord in the

Idea of a coherent state interest. His very rapid expansion of

government bureaucracy and sphere of economic activity created

tensions within government and PRI and with the business commun-

ity, as did his rhetoric of "revolutionary nationalism' and
\*. ,
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activist foreign policy. Disagreements within the Lopez Portillo

government surfaced from time to time about the proper course of

economic policy. An oil boom following on the heels of an

austerity program culminated In a financial panic and the bank

nationalization and currency ols of September 1902.

The government of Niguel ft la Madrid (1982-88) finds itself

in a situation significantlp G&fferent from that of its predeces-

sore. Increasingly Important middle-sector groups, such as

entrepreneurs, students, and professionals, present special

problems for the PRI-government system due to their heterogeneity

and more ezacting standards of efficiency and democracy. Contin-

uous growth has given way to austerity; confidence in the skill

of the political class is deeply shaken; and old rules and

patterns are increasingly questioned.

Addressing the theme of the impact of major groups on

policy-making, the single most important domestic issue currently

confronting the Mezican goveunsent is the renegotiation of a

workable set of governent/lbaness agreements that will overcome

mutual distrust and clear the way for resumed domestic investment

(assuming that capital becomes available in the ongoing liquidity

squeeze). A renewed pact is critical because growth was a

requisite of the previous order and there Is no other obvious

source of finance: petroleum revenues are highly mortgaged to

debt servicing; there is little likelihood of substantial

voluntary foreign private lending; and increased direct foreign

investment will be Insufficient.

-... . ......-..... .... ...,... - -. . .... . - . . - ,, .. .. . . .. - .. K. -,,. . -. .., ,,... . ,,,
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The main participants in these negotiations include the

Mexican government (presidency, bureaucracy and party). the

business community (both domestic and foreign) and certain

closely Involved groups (especially labor unions and the national

intelligentsia), each of which operates with complex and conflic-

ting agendas as well as significant resources and constraints.

The simultaneous equations to be solved are (1) a mutually

acceptable government/business pact, and (2) agreement on

Mexico's foreign trade and Investment policies. A successful

renegotiation depends also on external factors: regional peace,

manageable debt, and increasing opportunities for exports. The

devastating earthquakes that struck western and central Mexico in

September 1985 further complicate the calculations.

Presidency. Bureaucracy. and State Interes.

In some respects the Echeverria presidency hastened trends

already underway in Mexican government. Government planning,

increased state participation in the economy, and attention to

social overhead expenditure and the agriculture problem were

increased in tentative fashion under Gustavo D(az Ordaz (1964-

70). Echeverr(a's interpretation of the political crisis of

1968, Joined with the severity of the economic downturn of

1970-71, and expressed in his own abrasive style explain some

of the frenetic pace of change during his seuenLo. With oil

Income, the Ldpez Portillo government renewed the statist trends

following the retrenchment of 1977-78. The rate and nature of r -

change in public sector activity during 1970-82 are important In

11'7 
-
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order to grasp some of the present government/business tension.

To give some idea, public sector ezpenditures as a percentage of ..>

GDP rose from 21.7 In 1970 to 41.4 In 1981, prior to the bank

nationalization. Public sector income failed to keep pace, ;i

rising from 19.8 to 27.0 over-the same period. -

Echeverrfa began his administration with essentially good

relations with the private sector, despite his revolutionary

nationalist rhetoric. Businessmen were long accustomed to

politicians' populist rhetoric belied by practical support, and

3cheverrfa was considered initially a conformist product of the

system. The creation in 1971 of a National Tripartite Commission

(government, labor, business) to concentrate on defining and

resolving national, as opposed to sectorial or specific issues,

seemed to provide a new channel of representation for business.

Echeverr('a continued to subsidize and protect Mezican business

during most of his term, but relations with the private sector

deteriorated. Causes Included the president's sponsorship of tax

reform, controls on foreign hmastent and technology transfer,

the pace of expansion of public enterprises into production and "

commerce, and his increasing alliance with organized labor. The

assassination by terrorists In September 1973 of Eugenlo Garza

Sada of the Nonterrey group, who had acted as a mediator between

business and government, proved a pivotal turning point toward

worsened relations. By 1976 charges and countercharges between ...

government and business associations led to significant capital

flight and the government's large-scale land expropriation of

.~~~~~~~~~~~~~.... ,........ ...... .. ........ ,. ....... .'.'- ...... ,..... .. -... . . ,•...... ,.......'. ... "...,"." .,./-..-. ::...,, . .. ...... _. .......... .... .... ... ... ...... ..... \. -- .* .. _ .. .... ... .... . _...' . .... . .



In Sonora. Business groups emerged from the episode with a new

and independent peak organization, the Business Coordinating

Council (CCE, formed in 1975), and a more strident anti-govern-

ment orientation.

Josd Ld'pez Portillo also began his term with essentially

good relations with business groups. By emphasizing political

reform to guide dissent into legitimate channels and adminis-

trative reform to bring coherence to an expanded and unwieldy

bureaucracy, Lrpez Portillo was able to make government planning

and legalization of Left parties loe objectionable to business

interests. His Alliance for Production was an effort to enlist

both business and labor in a pact to control wages and prices to

make an IMF-negotiated austerity program succeed. With the

massive now petroleum discoveries for financing, Lopez Portillo

defined three stages of two years each to first consolidate, then

prepare for, and finally to achieve high growth. For a variety

of reasons, the president moved directly to a high growth

emphasis in aid-1979, reaching real GDP growth rates in excess of

8% per annum during 1980-81. A series of assumptions about

rising oil prices, declining interest rates, and rapid Interna-

tional economic recovery proved incorrect. When signs of an oil

glut appeared in April-Nay 1981, the government first delayed

cutting oil prices, then adopted a series of inadequate responses

(due in part to the complications of the presidential succes-

sion). Inflation accelerated, as did deficits in the balance of

payments and of trade as well as in public sector financing.

l.e..
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Watching developments with growing concern, many In both govern-

sent and the private sector began to speculate against the peso,

increasing the pace of capital Mobgt. Events seemed out of

control by mid-1982, culminating la the bank nationalization and

currency controls of September 1.

By rupturing the *sized economy* pact that had governed

relations between government and -business since 1925, the bank -

nationalization thoroughly traumatized many elements of the

private sector and the middle strata generally. Not only were

the banks a significant source of investment capital for Nexican

industry, they also provided a channel of access for the private

sector In Its dealings with government. The Initial reaction by

business leaders to the bank seizure was surprisingly muted,

perhaps because of the substantial public support shown for the

President's dramatic move. Also, many private firms, which had

been encouraged by government to borrow abroad during the oil

boom, found themselves technically 4er effetively) bankrupt by

1982. By acquirftg the stocks_1xdIbybenks& government Involve--

ment in the private sector increw abstantially. Virtually no

business of any size was free from dependency on government in

soe form, and the more significant firms, including the Monter-

rey conglomerates, were deeply beholden to government. As

significant as the public support for the bank nationalization

was the increasing outflow of capital (about U.S.$ 8 billions

during 1962) and the widespread adoption of a defensive savings

and investment posture. r

............. '

&% u.



b,9.

10 tO r--'.

As the PRI's presidential candidate, Miguel de la Madrid had

indicated reservations about L4pez Portillo's "economic popu-

isam," and as president-elect, he showed little enthusiasm for

the bank nationalization. But two factors worked to complicate

his government's relations with the private sector. By introduc-

Ing amendments In December 1982 to raise planning, state tutelage

of the economy, and the notion of a "social sector" to constitu-

tional status, he provoked strong criticism. More Important,

though, was the new president's support for opening the Mexican

economy toward greater foreign trade and investment. If the bank

nationalization ruptured the old pact, economic opening pointed

the way toward a new order, which the majority of businessmen

rejected.

With this bit of background, two aspects of state behavior

merit comment: the significance of *revolutionary nationalism* as

state ideology (what it is and how it is perceived by business-

men), and the general policy orientations of the central govern-

sent bureaucracy.

The Mexican Revolution produced a strong statist tradition,

which is embodied in provisions of the 1917 Constitution (e.g.,

Articles 25-28) and Implemented in policies such as the petroleum

nationalization of 1938 and restrictions on foreign ownership of

land within Mexico. In the postwar period the statist tradition

was tempered with political pragmatism and consistent support for

the private sector. Businessmen perceived this pragmatism to be

rejected by Echeverria, who was seen to reinvigorate the populist

- - . . ._.. . . . . . .. . . . . . . . . . . . . . . . . . . . .



heritage and sove toward a social democratic ideology, which he

labelled revolutionary nationalism. Essentially, revolutionary

nationalism follows the mainstream of modern social democratic

Ideology, positing a mixed eccmq under state tutelage, central

planning (of the indicative soutsr, and increased welfare. L6pez

Portillo tended to downplay the .Ldology, appearing at times even

to toy with the labels nationLtft revolutionary, revolutionary

nationalist. President De la Madrid associated himself with the

ideology from the time of his campaign, but his formulations

of the ideology stress a balance of individual liberties with

equality and social Justice.'

In the eyes of many in the private sector, revolutionary

nationalism takes on a special and ominous meaning. To then, it

was introduced by the marxist Vicente Lombardo Toledano in the

1930s and subsequently smuggled into the PRI in 1972 by Jesus

Reyes Heroles where it was adopted by Rcheverr(a and further

propagated by party theoretkcian Enrique Ram(rez y Ram(rez. It

Is seen as Leninist in origt-amd serves as a covert strategy of

the socialist international for the construction of socialism in

developing countries. Especially significant are the adoption of

government planning and the expansion of the government bureauc-

racy into spheres of private sector competence. De la Madrid is

seen as firmly committed to the program, and his advocacy of

planning and the state rectorate of the economy are proof

positive that the socialist project continues apace.

The central government bureaucracy, dominated by the

............. .. V V~% **~*~~......-.-*..* *"oO*.
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presidency, is the main source of public policy. Research

generally shows that public sector personnel are recruited

from different sectors of the middle strata and study different

fields in comparison with private sector businessmen. Also# as

might be expected, public sector personnel tend to adopt more . ..-

statist views than their private sector counterparts. The sum of

these factors Is the relatively great social distance between L

public and private sectors, in contrast to the case of Colombia*

for example, where there is greater migration between camps. The

phenomenon of the old-style politician-businessman provided a bit

of a bridge between sectors, although the politician-entrepre-

neurs tended to favor such activities as construction rather

than Industry or finance. With the rise of the technocrats,

whose careers depend more completely on the growth and Importance

of the public bureaucracy, this social distance has probably

increased.

Lacking a career service and marked by high rates of 2- %

turnover at the policy-making levels, the central bureaucracy Is

still reasonably coherent and responsive to presidential leader-

ship. Mexican "bureaucratic politics," however, are quite

different from those of the United States. Rather than "iron

triangles" made up of Interest group, congressional subcomittee,

and agency subdivision, one finds rather formalistic interest

activity, negligible congressional involvement, and much diluted

agency and subagency orientation. The attitude of the president

sets of the tone of agency behavior. Nonetheless, agency

/5"3
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orientations are identifiable to some extent and do count in

policy-making. Such attitudes are significant in the president's

effort to build a consensus for poticy. This is especially the

case when the policy touches on the nature of the government/bus-

incas pact.

Taken in the context of a streM state as rector of a mixed

economy, one can say that a ,eo-private sector outlook character-

izes the Bank of Mexico, the Finance Secretariat (SHCP), and the

Planning and Budget Secretariat (SPP). A more complicated and

ambivalent outlook characterizes the Secretariat of Commerce and _

Industrial Development (SECOFIN), which Is charged with regulat-

ing many aspects of market transactions and with promoting ' '.

Industrial development, and the Secretariat of Agriculture and

Water Resources, which tends to represent the larger-scale

agri-business Interests. The Secretariat of Nines and Parastat-

al Enterprises (SEHIP) tends to adopt an anti-business outlook,

| largely because Its maim cmatttuency is government enterprises.

- Again, it is inaccurate to nNapft a eaucratic politics perspec-

tive, because there is no career- service (with the limited

exceptions of the Bank of Mexico, Foreign Relations, and the

armed forces), which tends to disrupt interest group linkages

with bureaucracy. Also, there Is a tendency to place officials

with different perspectives on policy questions in the same

agency.

u in pak broun s and asoloai a mt ieh

Six peak business associations are most active in the

- • . ° . ° o • . . . - , . ,. . . . * * -. .* . . o , - * . . . *
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national level dialog on government/business relations. This is

not to suggest that specialized chambers (e.g., chemicals,

export-import) or certain regional chambers (especially Monter-

roy, Puebla, and GuadalaJara) are unimportant. Rather, in the

case of the former, they tend to look after the interests of

their constituents, while the latter tend to follow the lead of

the national groups.

CONCAKIN (industry) and CONCANACO (commerce) are obligatory

chambers. With considerable inflation over the past decade, even

quite small-scale firms qualify for the minimum peso volume that

determines membership. The local chambers In turn are affilia-

ted with state and national chambers, providing a percentage of

members' dues to support the higher associations. C&NACIN-

TRA (transformation Industries) Is a ember chamber of CONCANIN,

but has a special Identity due to Its close cooperation with

government in promoting import-substituting industrialization.

With large and diverse memberships (CONCANIN claimed some 94,000

members as of 1979, CONCANACO some 400,000), it is difficult for

the peak associations to reach clear cut positions on many "

specific issues. Some general concerns (e.g., support for tax

Incentives, the protection of GSP eligibility for Nexico) would

promote unity. A continual tension within these peak associa-

tions is that between the large- and small-scale enterprises.

COPARNIX is significant as a voluntary association which

embraces virtually all fields of enterprise, including finance.

Chartered under labor legislation as an employers" union,"

ohm-..,+..*
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COPARNEX claims some 18,000 members, most of whom belong also to

one or another of the obligatory chambers. COPARMEX tends to take '..

a harder line in government/batiness relations, reflecting more

the Monterrey mindiet of its fsundrs. Another voluntary

association, the CNHK is an elit Vuup of some 30 or so top

Mexican entrepreneura who gens.iily own and operate their own

firms. Formed In 1958 to co - . ous foreign perceptions of

Mexico, the CNHN has not been studied as extensively as the other

business groups.

The CCE was created in 1975 to orchestrate a business

response to Echeverria's anti-business rhetoric and actions. Com-

prised of the peak associations noted above (plus the insurance

group, AMIS), the CCE tends to stress the general Issues of

trends In the economy and overall government policies. With the

Private Sector Center for Economic Studies (CEESP), which carries

out economic, social, and political research, the CCI generates a

steady stroam of Information to its members, government, and the

media.

In very general terms, businss leaders tend to rotate

frequently from one to another of the associations, with little

Important distinction drawn between industry and commerce. There

is some minor movement of leaders from the business associations

to government but virtually none in the other direction.

Government tends to exercise greater influence in the leadership

selection In the obligatory chambers (CONCAMIN, CANACINTRA,"-

CO CANACO) than in the voluntary associations. But even In the

. . . . . . . . .. . . . . .... . . . . . . . ...... .
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latter groups, government exercises some degree of influence if

only by members' anticipation of government response. Patterns

of leadership selection are an indicator of trends in government- %-;- -

/business relations, as the various candidates' views on these

Issues are generally known.

The groups perform Important representation functions

for their members, and surveys show that business firms cite

participation in chambers and associations as a principal

activity. In their periodic public meetings with government

officials, as well as In a variety of public statements, the

associations set the tone of business/government relations. They

provide data about legal, economic, and political developments,

which are especially helpful to their smaller-scale members. And

they provide ideological guidance as well. The associations

strictly observe a policy of nonpartisanship, but Insist that

Individual businessmen should take part In political activity as

a civic duty.

Business Ideology is a blend of eighteenth- and nineteenth-

century liberalism and Catholic social thought of the early

twentieth century. The individual is the basic unit of society, .

and individual freedom and dignity should be the principal goals

of the state. Private property Is a natural right, not one

conceded by the state, and the defense of property against state

encroachment is critical in order to prevent totalitarianism.

Property should serve a useful social purpose by generating

wealth and employment. Employers should observe responsibilities

/57
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to their workers in keeping with the goals of human freedom and
I°..

dignity. The mixed economy Is desirable, with government

attending to public order, essential services, and activities

beyond the capacity of private enterprise. Generally, the

principle m subsidiarity shomid& be observed, such that social

functions should be performed by the smallest capable units

(i.e., individual, family, prbos-w firs, local government), with

national government strictly limiting its involvement.

Labor and the Nationalist Intelliaentsia

Labor unions will influence the renegotiation of a govern-

ment/business pact, because the unions constitute the backbone of

the PRI, which in turn serves as a critical pillar of support for

the presidency. The nationalist intelligentsia, for want of a

better term, will also influence the outcome, because elite

a%" opinion carries weight in policy-making, and In this Instance the

majority of commentators express anti-business views.

The Congress of Labor cT) was formed in 1967 and consists

of some 34 unions with an et!usted membership of 4 to 5 mil-

lions. With roots in the populist government of Lazaro Cardenas

(1934-40), the labor movement preserves something of a class-

struggle ideology and rhetoric, although this was tempered by the

expulsion of Vicente Lombardo Toledano from the CTh in the

mid-1940s and the more pragmatic bent of the subsequent leader-

ship of the Fidel Velazquez group. '..

Workers generally have born much of the sacrifice of the t

economic crisis of the 1970s-S0s, with wages and salaries as a

.. . . .* > °° .. *~ . ,:. . . °, o.- * . • .• . °. •" .
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I percentage of GDP declining from 48.1 in 1975 to 30 In 1984. The

minimum wage is insufficient to sustain a family of five, and an

estimated 60% of the'workforce earn less than the minimum. Faced

with economic stagnation, union leaders have concentrated

realistically on the broader concept of the social wage (food

subsidies, employer contributions to social security, housing,

and the like) and political concessions. Some political conces-

sions are of the traditional type (e.g., electoral offices), but

a more recent and significant demand is the asocial sector,-

which Is of special concern to business leaders.

The concept of the social sector, If not the term itself,

first appeared in the Constitution of 1917 with reference to the .

eJid, a form of cooperative land tenure. It reappeared in a In

vaguer form In the vocabulary of the 1970s (e.g., government
planning documents) In reference to the mixed economy as consist-

ing of public, private, and social sectors. The latter referred

ostensibly to the LjLdos and cooperatives, Including union

cooperatives. By 1980, union theoreticians, such as Arturo Romo

Guttirrez, began to advocate greater government support for the

social sector as a means of correcting the flaws of the mixed

economy. The unions were not particularly pleased with Niguel de

la Madrid's nomination for the presidency in 1981, and as part of

the price for their support for him and for the austerity

program, they sought and received constitutional status (Article

25) for a broader conception of the social sector. In March-

April 1985 the CT won commitments from the government to Imple-

.. . . ..%..*.. , ., . . °. . ., + . ... , .... , . .. . .o ...... . . .. *., . .. .. - .. .,.. .
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sent legislation and provide funds to support the social sector.

Businessmen oppose the social sector on the practical grounds

that the government will subsidize a variety of union enterpri- -

ses, thus fortifying the union leadership and creating yet

another front of disloyal compe tion (in addition to the public

enterprises). They also oppose the theoretical Justification of .

the social sector as a relmistic step toward a more humane

society.

Striking by its absence from the mainstream of Mexican

intellectual discourse is an articulate voice in defense of

Mezican private enterprise. The prevailing bias of the principal

Mexico City dailies (e.g., h u ..-,..'.

] .LxaU~a) as well as opinion and cultural magazines (PErq&A.an

Ran, Vults) is anti-business. Business finds sympathy and

defenders in the electronic media (especially those controlled by

Televisa), in conservative magazines such as jRRAo., and in some

provincial newspapers (MoInterraes, ZL.gt is a good example).

In general, however, buf m0ds it difficult to articulate a

persuasive case and then to penetrate the intellectual main-

stream. The obvious implication is that government and labor

enjoy a mobilized bias in their dealings with business. At the

same time, this mindset makes it difficult for government to

grant concessions to business a in public fashion.

pcovernmentIRuslness Relationsa duoina iBss-35

Recognizing the abuses of reality, it is useful for analyt-

Ical purposes to adopt the perspective of one of the actors and
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to divide government/business relations into economic and

political categories and also Into "normal" lerus "exceptional"

relations. Table I summarizes the result of such an exercise.

Clearly, all issues are ultimately political, but some deal k4

with the day-to-day concerns of business. The division between

normal and exceptional comes at different times for different

businessmen, but the bank nationalization of 1982 is a clear

divide. The key theme to stress is that the De la Madrid

government appears to have concluded that further growth,

* employment creation and greater efficiency cannot be achieved

through continued expansion 'of the public sector. Rather,

progress must come from a reinvigorated private sector.

To an outside observer, it would seen that the De la Madrid

government has made considerable efforts to simply preserve the

private sector, and then to win its confidence. From the

business perspective, though, the present government receives

mixed ratings with respect to normal economic relations. What ..-

seemed to be a determined course of "economic realism" and ..-

austerity during 1983 and early 1984 (the PIRK) gave way in the

latter part of the year and the first quarter of 1985 to rapid

deficit spending, Inflation, and overvalued exchange rates. The

mazi-devaluations of July-August, 1985, along with budget cuts,

bureaucratic trimming, and government layoffs were offered by

government as evidence of continued commitment to austerity.

They were seen by some critics, however, as necessary adjustments

for previous policy errors.
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The present government might get higher marks on its normal

political dealings with business. De la Madrid has attempted to

-open channels of communication with business groups; he has taken

a generally firm line on wages; and he has consistently avoided

the anti-business rhetoric of his predecessors. While some

businessmen still might criticize Mexico's leadership In the

Contadora Group, De la Madrid's approach to the Central American

crisis has sought a lower profile In a multi-lateral effort. But

even with respect to normal relations, the government's relaxa-

tion of austerity-duri-g 1984 sent a chill through many in the

business community, who were watching for. a replay of the two

previous governments' contradictory behavior of starting -a

saxonto with firm policy and ending it in chaos.

The more difficult issues involve the extraordinary rela-

tions (Table I), those that might transform the Mexican political

economy. Here, the question of economic opening rearranges the

coalitions that dispute normal relations. The presidency, parts

of the bureaucracy (SHCP, SPP, Bank of Mexico, SCOFIN), and a

minority of businessmen (COPARMgX, larger-scale firms of CONCAMNI

and CONCANACO, AMIERM) favor a policy of gradual opening,

including entry Into GATT. Opposing this policy are other parts

of the bureaucracy (Foreign Relations, SEItP), the majority of

small- to medium-sized industries (represented especially in

CAMACINTRA), as well as the vocal Intelligentsia, To date, the

president has moved steadily toward opening, preparing public

opinion and attempting to generate support.

...............................



22 ,

Equally firmly, the De I& Madrid government has resisted

-. efforts by some business leaders to transform Mezico's presiden-

tial system. These disaffoctl leaders maintain that the PRI- .'

-government system constitute*. the major Impediment to the

modernization of Mexico. Even. .- I e la Madrid proves to be a

steady and competent leader, bis immediate predecessors showed

the extreme dangers of capricious abuses of power. Thus, to

restore business confidence, it Is necessary to limit presiden-

tial power. This should be done through constitutional reforms,

bolstered with real decentralization& greater citizen participa-

tion, and vigorous opposition parties competing in honest

elections.

The president has indicated repeatedly (in speeches in

March, July and September of 1985, for example) that important

structural changes are being carried out under difficult circuss-

tances in the context of Mexican democratic institutions. The

message seems clear enough that the PRI-government will create

political spaces for oppolrttf currents and will permit free

expression. The system will not tolerate, however, business

interests working through the main opposition party (PAN)

in an effort to create "a now majority,* especially if these

interests are soon to ally themselves with the Republican party r

and U.S. federal executive branch. Business support for the PAN

In the Chihuahua local elections of 1983 seems to have been a

turning point in government attitudes. In 1984-85 the PRI

leadership took a hard public line against "neopanlstas and

. . . o . . . - ... . . o . ° . * . . • .
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their anti-national, anti-revolutionary programs. An even harder

line was taken when necessary by the CT and CTM. One might

Interpret the official fraud perpetrated in the Sonora and Nuevo

Leon elections in July 1985 as yet another message that this k. -

president will not permit changes In the presidential system-

About the Future, and Imnlications for the United States

It would seen that the De la Madrid government will continue

its steady movement toward economic opening, even though the

short-term political calculus would argue against such a policy.

There seems to be no obvious alternative to opening if the

government seeks to stimulate productivity, growth, and new

investment. The precise goal of the policy, whether GATT or

something else, and the timing of the opening, whether gradual or

abrupt, remain to be seen. What might derail the policy Is a

conclusion by the Mexican government that the combination debt,

oil prices, and trade restrictions render economic liberalization

simply hopeless.

Economic opening presents political difficulties, because

such a policy would weaken the PRI-government's bases of support

and strengthen those of actual or potential opposition. If

opening harms the smaller-scale, less efficient firms, the

CANACINTRA and affiliated unions, generally those of the CTN,

would be the first to feel the shock. Similarly, to the extent

that opening implies a more efficient government, the public

employees' unions of the FSTSE would face problems of wage

controlk, cutbacks in fringe benefits and worker dismissals.
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Relaxing Investment restrictions in the rural areas would seem to

transform, If not eliminate, the 21jj~5,, which have contributed

• J . .4.°d

many with majority foreign ownership, especially in areas .''

complementary to he U.S. economy.e.stt sm ia

A policy of opening could be sade politically feasible by

preservdng the essential elements of the old coalition and 

winning over new allies. First, the petroleum workers (SRTPRN)

and public school teachers (SNTE/Vanguardia) comprise the core

unions in the CTIM and FSThE respectively, and would be relative-

ly unaffected by opening. Second, the CTN would benefit from

renewed economic growth, especially if it is permitted to

torganize workers In new firms. Third, the more efficient

. parastatals would be pres an perhaps strengthened by new

Joint ventures with foreign capitugl. Finally, control over the

reorganized 2JIdU. might be retained given the PRI's superior

organization and resources.

Perhaps more difficult is the problem of reconciling opening

with the nationalist project of the revolution. Symbolically

important policies such as 51% Mexican ownership, parastatal

control over strategic or essential services, and the sanctity of

the eLidL would be challenged by openiag. The nationalist '.
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intelligentsia would be expected to protest vigorously. Given

the hard nationalist line taken by De la Madrid and the PR[

leadership with respect to the elections, and the continuing

drum beat of domestic criticism about Nezico*s honoring its debt

obligations, the policy of opening might be difficult to sustain.

To gain some appreciation of the magnitude of these changes,

one should recall that similar economic liberalization policies

in Brazil, Argentina, and Chile were hammered into place not by

politicians and political parties but by technocrats and armies,

and at considerable human cost. The P1I-government system can

probably manage such changes, but it will require exceptional

leadership and a benign international context. Higuel Aleman's

administration (1946-52) comes to mind as the historical ana-

Mexico's economic opening clearly serves U.S. Interests,

because It allows greater access to consumer markets and more

opportunities for economic complementarities in agriculture and

industry. At the same time, opening could create difficulties

in bilateral relations by encouraging different expectations of

policy linkage.

-Nany Nexicans view trade and investment liberalization as

concessions, and they would expect reciprocal concessions from

the United States, possibly In the areas such as illegal migra-

tion, boundary disputes, North/South relations, and the like. On

the U.S. side, the prevailing view is that economic opening is

simply a long-postponed recognition of reality and that no

"/7
S. * .- '- *.-. * -' **
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additional concessions are warranted. Even further, as economic

opening brings about closer commercial ties, voices In the United

States cam wulpmcted to argue. that Mexican foreign policy •

should morw closely parallel -its economic and commercial poll-

cies. More bluntly, Mexico's recognition of economic reality

should be accompanied by a recogmdition of the political reality

" of bringing its foreign poLLy isaloser alignment with that of

the United States. Thus, those Mexicans who have argued that

U.S. trade policy has long been conditioned by Mezican foreign

policy--an arguable proposition in the past--will have still nore

grounds to argue against trade and investment liberalization.

The most obvious policy prescriptions for the U.S. execu-

tive branch are to reiterate publicly the longstanding policy

that bilateral relations In their entirety are more Important

than any single issue (e.g., commercial relations, Mexico's -"

Central American policy), and to couch carefully public comments

on issues related to econamkc qagning. Speaking out too stri-

dently or bringing to bear too ml.lpressure, as many perceived

to be the U.S. posture during the 1979 GATT debate in Mexico, is

simply contraproductive. This is especially the case when we

consider that many U.S. congressmen, already irritated with

Mexico about trade, tourism, illegal drugs, and foreign policy

issues, can be expected to speak out harshly In the coming

months. ¢i., -.

Imutiv Summary,

Changes since the early 1970s call into question the
received wisdom about interest group politics in Mexico. The

r . .
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idea of a coherent state Interest must be reexamined, and the
strength of underlying pacts has declined. The most important
domestic Issue is the renegotiation of a business/government
pact that will open the way toward a renewed cycle of savings and
investment. The De la Madrid government has attempted to make
concessions to business interests In order to restore confidence,
but so far without complete success. At the same time, thepresident has resisted efforts by some businessman to transform
the nature of Mexico's presidential system. The Mexican govern-
ment is apparently committed to a policy of trade and investment
liberalization, even though this Implies domestic political
costs. Economic opening Is clearly In U.S. interests, but it may
Imply difficulties in bilateral relations in creating conflicting
expectations In Mexico and the United States about the linkages
between economic policies and other domestic and foreign poli-cles.

Abbre v fat 1 onef.t.s

ANIS - Mexican Association of Insurance Institutions
ANIERM - National Association of Importers and Exporters of

Mexico
CANACINTRA - National Chamber of Transformation Industries
CCZ - Business Coordinating Council
CRISP - Center for Private Sector Economic Studies
CHN - Mexican Council of Businessmen
CONCAMIN - National Confederation of Chambers of Industry
CONCANACO - National Confederation of Chambers of Commerce"

Services, and Tourism
COPARMEX - Mexican Employers Confederation
CT -Congress of Labor -
CTh - Confederation of Nxican Workers
FSTSE - Federation of Public Employee Unions
GATT - General Agreement on Tariffs and Trade
GDP - Gross Domestic Product
GSP - Generalized System of Preferences
IMF - International Monetary Fund
PAN - National Action Party
PIRE- Immediate Program for Economic Recovery
PRI - Institutional Revolutionary Party
SECOFIN - Secretariat of Commerce and Industrial Development
SENIP - Secretariat of Mines and Parastatal Industries
SHCP - Secretariat of Finance
SPP - Secretariat of Planning and Budget
SNTE - National Public School Teachers Union (Vanguardia i the

dominant faction)
SRTPRH - Mexican Revolutionary Petroleum Workers Union

7-..... . •...m... . . ..... .. - '...... .,.-,.
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Introduction

Central American conflicts pose multi-facted threats to Mexican AU

political stability anti have thierefore helped promote Mexico'~s new activism

* in regional affairs. This paper analyzes these threats, emphasizing m4exican

perceptions of them as the chief driving forces behind Mexico's Central

* American policy. Some of the threats concern Mexico's relations with

neighboring nations; others more directly involve power relations within

Mexico itself. Throughout, but especially toward the end, this paper also

explores the possible impacts of alternative U.S. policies and speculates on

Mexican policy for the immediate future.

Etirst, however, a brief sketch of recent Mexican policy initiatives in

the region provides a factual background for the analysis of motivations and

implications. Until 1970, Mexican foreign policy was generally consumed by

Mexico-U.S. relations. The independence that Meia foreign policy aCnieved

was based largely on its insistence -on non-interventionism and on national

sovereignty in the face of the U.S.'s hegemonic policies. President

p Echeverria 's enthusiastic championing of Third World issues began to alter

traditional patternis and Lopez Portilto's efforts, stregthened by oil

discoveries and perhaps by dimninisiied U.S. influence, converted Mexico into a

- regional power . Whereas Mexico had enrlyignored Central Aerica,Lonez

Portillo extended aid to the insurgent Sandinistas and in 1979 broke

relat ions with Somoza . Nths, for the first time, Vexico (a) be--an to bac%

fore i~, PoIi cy rie tor ic wi th suios tan i alI resources and (b) broke d i..)Iomar LC

relations because of another nation's domestic policies, nn V)Jvious rever.-'al

j f t te Es t rada Doct rine of gra nt itig recoqni c ion to al I ,ove r'iren rs

4t h Sand in is ta v ic tory £ifm nent , Nex ico hnelIped blIock 'L. S. )rooosa1 I t o

intervene with a multi -nat iona L force and 1 uicklv became ;i ch ie f backer of
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the new regime. In 1981, Mexican support for El Salvador's Left led to a

joint communique with France urging governmental recognition of and

negotiation with the insurgents. That Mexico would be roundly denounced by

Latin American nations for interventionism showed how far Mexican policy had

evolved. Subsequently, Mexican tried to arrange a comprehensive regional

settlement and pushed U.S.-Cuban negotiations, but usually met with U.S.

rebuffs; for its part, Mexico rebuffed U.S. invitations to join talks that

excluded actors on the Left and it did not support U.S. efforts to present

the 1982 Salvadorean elections as central to the peace process. Instead,

Mexico continued to press the U.S. not to arm the Contras and to pledge not

to overthrow the Sandanistas as long as Nicaragua would pledge not to bolster

guerrillas in other nations. Fresh initiatives with Venezuela culminated in

January 1983 with formation of the Contadora group, incorporating Colombia

and Panama. In 1984, Mexico hosted monthly U.S.-Nicaraguan talks and

vigorously sought Latin American support, as when de la Madrid successfully

journeyed to Argentina and Brazil.

Repeatedly, right down to the present moment, Mexico has pressed [or

negotiation and compromise. As recently as July 1985 Secretary Shultz found

himself, upon arrival in Mexico City, rejecting further suggestions of

U.S.-Micaraguan talks. Although de la Madrid initially toned down Lopez

Portillo's rhetoric, Mexico-U.S. meetings at the presidential level have

also underscored strong differences in Central American policy.

Threats to Relations with Latin Nei2hbors

What often appears to te U.S. as misguided Mexicnn support for leftiin

i:s generally seen by Mexico itsell as a perfectly realistic posture ot

coexisTence with prespnt and future powerholders. i quarter century of

............................ II m
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relations with Cuba provides the key precedent, a partial model. Mexico

believes that time has vindicated and even exalted its once maverick

approach. Whereas %texico was initially the only Latin American nation to

maintain dipLomatic relations with the U.S.'s Communist foe, more and more

nations have recently followed Mexico's coexistence policy. Thus, although

Nicaragua obviously offers the closest parallel to Cuba in that it represents

the only Central American nation where Marxists have gained Dower, .icaragua.

has not been ostracized the way Cuba was.

Importantly, Mexico became very active in Nicaragua only once it becam.. .

clear that the Sandinistas would win. Then, however, Mexico extended crucial

moral and material assistance. Indeed Mexico joined Cuba as the two major

Latin American contributors, and only recently gave way to the U.S.S.R. as

Nicaragua's number one oil supplier. Although the next closest parallel to

Cuba is weaker, Mexico's support for the Salvadorean rebels was based on the

view that the government lacks real power; that support grew in 1981 uhen

former allies of Duarte opened offices in Mexico City and proclaimed their

government's weakness and the rebels' increasing strength.

Why does Mexico extend such support for leftist advances? A fLrs t

factor is the realism of coexistence. Second, I believe that the U.S. errs

.hen it ignores Mexico's claims of using coexistence to moderate these very -

advances. Partly, Mexico itself opposes radical activitLies, partly il.

realizes that radical activities invite U.S. intervention. Consequentl"-,

Mexico has worked to restrain Cuba's activism in Central 4,merica. Moreover,

one can see Mexican help to Central America's leftists as a bid to head oC-

thleir greater dependency on Cuba. Mexico has also pushed the Sandini-,Ir.s ro

re-ne'-otiate their deot, maintain a mixed economy, loosen poliricai controls,

cut back on the irovocative presence of Cubans and Salvadorean lettists, and

. .. . ". . . .



limit its arms buildup. OiL, as well as other aid, has come with strings ---

which the Sandiniscas have sometimes bitterly resented. Mexico has even

t temporarily suspended oil shipments because of non-payments but possibly also

to apply pressure. Overall, although I cannot assess whether Mexico has

undercut Cuba's or Nicaragua's appeal beyond their borders, I believe that

Mexico's "Constructive Engagement" has brought considerable trust from both

-' Cuba and Nicaragua and surely has ;odified some of at least the latter's

policies.

But it is not just a matter of checking international leftists by

maiitaining friendly relations with leftist neighbors. Additionally, Mexico

- insures non-intervention in Mexican domestic politics. This is a point not

- accorded sufficient weight by U.S. officials exasperated over Mexican naivete,

regarding its vulnerability as the ultimate domino. The Cuban precedent is

most instructive. Since Lopez Mateos set & policy of good relations, Cuba

has refrained from supporting leftist activities in Mexico. On the contrary,

* Castro's repeated praise of Mexico shores up regime legitmacy; together, the

,- Mexican and Cuban regimes have thereby denied the Mexican Left an issue and

* image valuable to the Left in other nations. Similarly, the Central American

Left studiously refrains from criticizing Mexico or stirring up Mexican

*" domestic politics.

Furthermore, although the U.S. tends to focus on mexico's support for

- leftists, what really drives Mexican policy is coexistetice with a wide

, plurality of actors. For example, Mexico's oil aid goes to Guate-mala ni.

tionduras as well as Cuba and Nicaragua, while Mexican universities have

rpcentv educated most of Central kmerica's middle-class professionals. s:ore

-' generally, Mexico has usual lv been comfortable with the ret',ion's right ist ,:

dictatorships until they crumble. exico's support For Salvador. Left has

-" .. . .2 - '
%°.%
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been tempered by realization that the Left has much less strength and breadth

than the Sandinistas had. Mexico maintains diplornatic relations with El

Salvador and it reacted to Duarte's impressive 1984 electoral victory by

urging the Left to give his government a chance. Full diplomatic

representation was restored and support for the guerrillas was tempered to

the point that Guillermo Ungo complained about being officially scolded for

making the sort of political statements he had been making in Mexico City for

years.

Policy toward Guatemela more surely reveals Mexico's emphasis on

coexistence (with viable neighbors) over leftism. The Guatemalan Left lacks

the strength of even the Salvadorean Left. Moreover, I believe that Mexico

sees more danger of revolutionary spillovers from a nation with which it

shares a long border. Mexico wants neither Guatemalan guerrillas nor the

Guatemalarr army near and even across its borders; privately, some official.

acknowledge that, regarding Guatemala, they must fear change more than the

status quo. In any case, Mexico is especially wary of the ill effects of had

relations with an immediate neighbor. Thus Mexico has resorted to some

traditional rather than newly active postures when dealing with Guatamal.a:

Guatemala's problems are labelled domestic ones, so Mexico should not

intervene. Even if de la Madrid has protested repeated military incursions

into mexico more strenuously than Lopez PortilLo did, I would emphasize

Mexico's cautious tolerance. Crucially, in Spring 1984, Mexico announced that

it would relocate the 46,000 Guatemalan refugees in border camps. The

Guatemalan government had pressed for this (to cut off a guerrilla base and

to discourage further emigration), linking such a move to its support for

Contadora. In contrast, the guerrillas bitterly denounced the move, taken

di.spite their appeals directly to the Foreign Relations and Gobernacion

--.

~.. *e -" ... ...... .. .* ... , .. .. ... . ..... *.... .. . .. *.-.. .. .. ..... . . . .. " " •* .. • . -. . - . "
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ministries. While Mexican-Guatemalan relations remain cool, tensions have

diminished in 1984-85.

Given its own genuine perspectives on Central America, Mexico logically

sees U.S. policy as not only wrong but as a threat to Mexican goals regarding

stable coexistence. Anticommunism, Mexico believes, can be just as

destabilizing as Communism. Opposition to nearly inevitable change leads to

uncontrolled change. It converts falsely perceived threats to regional

security into real threats. As Bagley points out, Mexico and the U.S. share a

concern for regional stability but Mexico believes that stability must rest

on change more than hegemonic insistence on conformity. Mexico argues further

that U.S. horror of the Left in general tends to radicalize the Left as a

whole and to strengthen the hand of extremists within it. Again Mexico sees a

Cuban precedent, believing that U.S. opposition forces leftists into the

Soviet camp. In my view, Mexico thereby understimates internal proclivities

in that direction but legitimately disassociates itself from the potentially

self-fulfilling prophecies of U.S. policy.

Similariy, as de la Madrid has sincerely told Reagan in person, Mexico

believes that it is dead wrong to see Central America conflict in hasicialy.

East-West terms -- but that doing so tends to make it partly so. In other

words, whereas the roots of conflict lie in misery and reoression, the U.S.
I

wrongly equates with a Communist threat revolutionary struggles to attack

those roots. Also in this context, one understands Mexico's intense

oppositioin to U.S. military policies. Conflicts that are not rooted in

military matters cannot properly be solved by military neans, but can sadly

be converted into extended military conflicts. Mexican opposition to rtassive

mnilitary aid or maneouvers involving Guatemala, Honduras, Salvador, and tie

Contras, as well as threats to the Sandini-itas, stems from a concern with ,.-

. 0
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national sovereignty (with precedents in opposition to U.S. interventions in

Guatemala, 1954, and the Dominican Republic, 1965) but also with a concern

that militarization aggravates and prolongs conflicts. By 1984, de Ia Madrid

toughened his language against U.S. military solutions and praised Cuba for

its support of Contadoran initiatives to diminish arms flows and foreign

military action; indeed, Mexico may weil believe that Contadora raises the

political costs of potentially greater U.S. military involvement as it pushes

negotiation with all parties over simplistic East-West confrontation.

Threats to Mexico-U.S. Relations

On the one hand, then, Mexico fears that U.S. policy could worsen the

overall Central American environnent. On the other hand, Mexico fears that

U.S. policy could directly strain the Mexico-U.S. relationship as well. Two %6

basic factors p-event Mexico from accommodating itself to U.S. policy. The

more obvious one is that Mexico sees U.S. policy as jeopardizing regional

security and therefore Mexican stability. The other factor is that a foreig n

policy relatively independent of U.S. policy has been a contributing factor

to system Legitimacy. The Cuban case shows that the independence - legitimacy

relationship is a well-estabLished concern, but certain contemporary factors

add urgency to it. One factor is that Mexico now gains praise for active "

independence; for example, it proudly claims credit for the U.N's

"unprecendented consensus" resolution supporting Contadora. Another factor i.s

tiat demonstrations of independence are especially signilicant as economic

crises have highlighted Mexican dependencP on the U.S.

Mexico is especially worrieu that the Reagan administration ma" prve"

intolerant of Mexican policies. In SprLng 1984, ,ome Reagan aides made clear

that they saw tie la Madrid's Washington visit as supporting conoressional

/79
... .- -.......- . .%.,......... -..



Democratic viewpoints, thereby undermining the administration's. In Spring

1985, Reagan aides were annoyed when they had to admit that the president's

new plan for humanitarian aid to the Contras received "Less effusive" support

from Mexico than from other nations; they were more annoyed when Mexico

pointed out that humanitarian aid would be tantamount.to military aid and

embarrassed the U.S. by disassociating itself from the plan, "saying 'no'

without saying 'no.'"

Mexico also fears that the U.S. may increasingly blame Mexico for tie

influx of Central kmerican refugees into the U.S., a flow probably passing,

the half million mark by 1983. Mostly Salvadoreans, they go through Mexico

and constitute an-increasing percentage of the illegal population in the V.S.

(See Issue 7). The GAO argues that Mexico has "seriously hindered"

international assistance to refugees in Mexico and has a worse record than

Honduras for example. The U.S. Right sees the influx to the U.S. as an

embarrassment to U.S. claims that living conditions are improving in Salvador

and Guatemala and some argue that Mexico's refusal to provide refugee status

and better services saddles the U.S. with the flow.

Indeed, Mexico sees the Reagan administration divided on whether such

problems suggest the need for a new Mexican political system. And Mexico

fears the Reagan administration has already shown that, unlike its

predecessor, it does not know enough to separate differences over Centra L

American policy from the health of Mexico-U.S. relations. An extreme case

revolved around the February 1984 statements of Gen. Paul F. Gorman, Head of

the Southern Command based in Panama. Gorman claimed that *exico was so

leftist in its policies and so internally decrepid tihat it (already a center

of international subversion) would soon constitute the number one threat to -.

U.S. security. Although the State Departnent characterized his views as

4 .~A'.,......



"personal," Mexicans found the amends very weak and noted that some U.S.

officials privately agreed that Mexico constitutes a big threat and is even L

nea r Commun i s t. ..,

In terms of tangible policy, Reagan's national security directive 124

(April 1984) caLled for pressure on Mexico's Central American policy,

including support for trustworthy Central Americans to go to Mexico and

lobby. Mexico also bristled at reports in late 1984 that the CIA's chief

analyst of Latin American affai~rs was dumped for not dramatizing Mexico's

. problems. Further concern focused on perceptions that Ambassador Gavin

demonstrated a U.S. readiness for a rightist alternative in the 1985

elections. In fact, as early as 1982, columnist Manuel Buendia claimed thar

the CIA, heeding scare talk from the U.S. embassy, increased its activities

in Mexico, helping the "ultraright." How far would the Reagan administration

go, between 1985 and both*nations' 1988 elections, in undermining the Mexican

regime?

my own disposition is to take Mexico's fears and consequent resentments

seriously. Although the Reagan administration will probably refrain from rash

tampering with Mexican politics, even the threat of U.S. re.raliation for

Mexico's independent Central American policy may be destabilizing; for

example, some believe that the threat aggravated capital flight in t98L-A2.

At the same time, I see a possible if paradoxical henefit to Mexican

Legitimacy in the Reagan administrat Lon's move beyond more moderate and

tolerant policies: Mexico can show independence in its foreign policy even by

pursuing moderate nolicies and doing so with a prudent tone often not

characteristic of the Echeverrta and Lopez Portillo year-.

Threats to Mexico's Develooment

° .• ° • , , o • • ,. , - - ,° ,o,,........... ......... ,.................... o•,o . . . . o.......
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Turning to threats more directly affecting domestL affa'-s, I first

highlight Mario Ojeda's observation that a prime goal of Mexican foreign

policy is to prevent international events from adversely affecting domestic

development. In the past, this preoccupation helped sustain a relatively

inactive foreign policy; recently, the same preoccupation has argued for a

* more active one. However, Mexico does not see even its reoriented foreign

*. policy freeing the nation from domestic dangers triggered by nearby

conflicts.

One danger concerns the role of Mexico's military. As is well-known,

*- the subordination of military-to civilian control has long been a key factor r.'..

in Mexico's political legitimacy and stability. In keeping with Williams'

analysis (Issue 11), 1 would argue that Central American crises (a) will not

produce a fundamental change in civil-military relations but (b) have already

(along wi;h othe factors) increased the military's visibility, role,

prestige, and political influence, and will probably continue to do so.

Despite contradictory official statements, there is concern to protect vital'

natural resources (especially oil) in the state of Chiapas; the border zone

is viewed by some as a threat and even a war zone. Whether or not Mexico sees

a direct foreign military danger, it certaiily sees dangers of disorders

produced by military actions in the region--dangers that call for increased

nilitary preparedness. At any rate, as Williams points out, the military has

used tne Central American turmoil to justify its expansion and modernization.

A,,,ong the manifestations are: naval and airforce as well as armny buildups,

bolstered national security content in professional milita-v education, an

increased military role in border regions, and an advisory role on Central

American policy as well as participation in informal Lon-gathering act ivit te.,

(previously left to ,he Foreign Ministry and PR) wirhi:i Central America.

' =
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Some Mexican officials have acknowledged that Central America's impact on the

military can shift budgetary priorities and hurt economic development. _

Independent Mexican observers fear that another impact could be abuse of the %Xr,

.national security concept, as has occurred in Guatemala for example, to

justify repression and to stabilize a supposedly unstable situation.

But tle budgetary and other effects of military upgrading

notwithstanding, the most immediat socio-economic effects stemming from.

Central American warfare involve the flow of refugees. According to the

Americas Watch Committee, perhaps 400,000 Central Americans have poured into

Mexico in recent years; perhaps 150,000 are Guatemalans, roughly one-third il

refugee camps, another third outside camps in the Southwest, and the others j
scattered. Most of the rest are Salvadoreans, iany bound for the U.S., others

for Mexico's cities. Although Guatemnalan migration has historical precedent

and increased in the late 1970s, the massive refugee crunch and consequent

Mexican fears are very recent. These fears are reinforced by prospects that

tie problem could suddenly get much worse. Most Central American refugees are

still refugees within their own nation; some observers warn that Mexico could

conceivably be faced by the decade's end with eight million refugees, a

figure that I would not take seriousLy except in the sense in which

well-founded fears can prompt exaggerated fears that can conceivahly

infljence action.

To emphasize iven the present shock to Mexico, Aguavo hihl, ighLs four

crucial diFferences between this new immigration and thle previous ones tn, t

Mexico so proudly encouraged (e.g., Crom tie Spanish Civil War and tile 1973

Chilian coup): (1) The assive numbers today contrast to previouslv more

elite migrat ions; (2) Mexico could regu late the earl ier flows; (3)

internat iona I agenc ies medd ie in the contemporary situat ion (see helow) (!.)

.1' % %
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.exico is now besieged by a dire economic crisis. Connected with the first

point is the fact that so many of the recent refugees are poor (even though

Mexico is also absorbing a good deal of educated Salvadorean and Guatemalan

talent). Most of the Guatemalans are Indians and many do not speak Spanish.

Not only poverty and malnutrition but also diseases are common.

Predictably Mexico fears that all these ills, not just malaria and

measles, can be transmitted. Aguayo points out that despite their great

compassion, Chiapas natives have come to resent competition for scarce water, t_
- food, and jobs. Resentment is particularly intense when refueees receive

special help while natives are neglected. Factors such as these, along with

the heavy dependence of refugees in camps on the Mexican government for viza-

. resources (and the Guatemalan government's opposition to Mexican policies

that sustain migration), help explain Mexico's strong disinclination to

- maintain permanent camps. Refugees headed for Mexican cities are more

self-sufficient but contribute to precisely the domestic hyperurbanization

"* that the Mexican government has been trying to curb. Finally, if Mexico-U.S.

m migration has been a vital safety valve for Mexico, then the :.fLux of

Central Americans endangers it by intensifying job competition within V exico

and perhaps in some U.S. locales where Mexico's migrants nave concnnrr.teod.

Threats to Progressive Legitimacy

The refugee problem affects not just -aterial aspects of development

but also images crucial to legitimacy and to support from '-exico's Left. On

the international side, we have already discussed the importance ot .an

independent Corei~7n policy in legit macv and in blockinu foreizn 1efLit.

from ,apnortin , leftist alternatives in 'exico. Addirionallv, Mexico has

adeptly used a progressive foreign policy to earner tiie active support OL its

.- . - . -. ....
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domestic Left, thereby also strengthening the institutionalized or coopted

Left while marginalizing the alternative Left. I personally find some mutual

duplicity in all this: the regime gains points to help cover its basically

conservative domestic development model whereas the institutionalized Left,

including its base of intellectuals ([ssue 4), finds it legitimate to support

the regime and gain many of the benefits of being both middle class and on

the inside.

N onetheless, U.S. officials who cynically conclude that the relevant

actors are basically motivated by such self-interest overtook the larg-e ..

measure of conviction behind a different view of international develooment

and strife. But even short of that appreciation, I would endorse Bagley's

observation tnat the Reagan administration has not been sufficiently aware of

the dangers the Mexican government would court with the institutionalized

Left were it to let its progressive image erode. Thus, Lopez Portillo's

support for Cuba, the Sandinistas, and the Salvadorean Left earned him

significant support from intellectuals and de la Madrid has found Central

American policy useful in sustaining leftist support during a domestic

recovery period exacting harsh sacrifices.

One politically dang.erous aspect of the refusyee problem is the

attention it focuses on the suffering of %lexico's own citizens. Thi-. is"

particularly true ii Chiapas, the impoverished border state whpere the .

Guate:na!an camps concentrated; with thie nation's highest il literacy and d

death/birth ratios, Chiapas' socio-economic profile parallels Gateali's in

matny resnects and epitomizes Mexco's nevlect of deve lopment in its soutn"rn

and poorer regions. Granteh, .Agiayo makes tjo lood points agatst

ee exaggerating dangers to stability. One is that the reC:igee problem has r

brought internationat aid to tihe ;tate. The othner is tiat .:.w of the reP:,VPS

" :-7
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would care to be activists and those who would care would not dare, given

their vulnerable status and given the support that Mexico's good relations

with international leftists has earned. Nonetheless, the situation has

intensified opposition from Mexico's independent Left. Consequently, federal

development projects have been launched in Chiapas..

A second politically dangerous aspect of the refugee problem is the r

loss of progressive legitimacy because of the terrible plight of the refugees

themselves. This contrasts to a much-lauded tradition of granting asylum, as

in the Spanish and Chilean cases cited above. Of course, the government has

taken some positive steps, such as creation of an intersecretariat to over:,ee

problems. But several factors block a greater role. Among them is fear of

exacerbating the government's own dire economic situation, thereby increasiig,

resentment by Mexico's poor, antagonizing the Right, and making immigration

to M exico more attractive. Thus the government has sometimes acted directLy

against immigration, as probably demonstrated by the camp transfers (alchou,h

that action is defended as promoting better security and services For the

refugees) and certainly by repeated deportations, including some large-scale

ores. Additionally, government proh iitions on paid employment contribut, to

the unemployment rate, perhaps 75% among refugees in Mexico City.

Mostly, however, the government has been criticized for inaction. The

crucial issue is Mexico's refusal to grant legal status to the refugees.

Enthusiast of most U.N. efforts to protect the downtrodden, Mexico nas -Iot

signed its conventions on reftigees. instead, Mexico claims that its own

asylum laws are adequate and that its Constitution protects the righlts of I I

individuals (not just citizens) but in renlity Mexico fears encourains, more

immigration. Mexico has granted asylim in only a rLny minoriry of instanco-,

on a difficult case-by-case basis. As a resuIt, most efurgees 1ac( l. al
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status and are vulnerable to mistreatment. Even the refugees' children born

in Mexico do not get legal status.

Furthermore, Mexico has good reason to worry about the obvious

parallels to the plight of its citizens in the U.S. Mexico has repeatedly

denounced U.S. mistreatment of its citizens and the parallels could tarnish

Mexico's image and weaken its stance on that important Mexico-U.S. issue. My

hunch is that while such weakening has not yet been pronounced it might weil 

become so.

Especially sensitive for Mexico's image is its cooperation with U.S.

authorities in catching migrants. Yet Mexico has little choice given that the

flow of Central American refugees through Mexico to the U.S. may harden U.S.

. attitudes toward Mexico and given that Mexican cooperation is crucial to, U.S.

efforts. Mexico understandably wants to maintain a low profile.

A third dangerous aspect related to refugees and political legitimacy

concerns the role of international agencies involved with the refugees inside

Mexico. They have repeatedly criticized Mexican policy. Host important has

been the U.I. High Commissioner for Refugees (UNHCR). For example, LNHC

would have Mexico treat its Salvadorean migrants as political refugees.

Tensions with UNHCR intensified in 1983 and in 1984 Mexico reolaced its head

of C'lAR (:exican Commission for Aid to Re fugees), who had been hostile to K"o
intcrnational relief efforts. Furthermore, while UNCHK was pleased that the

camp transfer would make refugees safer from warfare, the A\mericas Watcn

Committee denounced the move as a Eurther step away from mexico's progressive E2.
* asvlwm tradition, citing resistance by the refugees and governmental itman

ri i ts violations including arrests, food cutoffs, and campsite bur-iins. The

Committee has also continually denounced deportations and obstacles to

greater international monitoring within Mexico.

• . *.. -..
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Mexico feels challenged not only by the criticism but by the

international intervention in matters within its own borders. Clearly, the

traditional preoccupation to prevent international affairs from penetrating

domestic affairs in unfavorable ways is being violated. M.exico resents the

role of intergovernmental agencies and also nonprofit private organizations

and some fear that foreign priests may arouse segments of the peasantry.

Threats to National Unity

As all the threats discussed so far add up to serious and complex

challenges for Mexico, they pose yet another threat--that intensified or

prolonged Central American strife could stimulate national divisiveness. A

key to Mexican political stability has been the use of foreign policy for.

domestic purposes without, however, allowing foreign policy to become an

arena of truly bitter controversy with too much at stake. Although the de la

Madrid administration has taken credit for encouraging "democratic planning"

in foreign policy, it has mr-stly insisted that a basic foreign policy

consensus continues to hold, and has (like its predecessor) generally tried

to downplay divisiveness.

In reality, however, the divisions are already serious enough to :

warrant careful monitoring. They are polarizing society and even splitting

the government itself -- all this while tie political system is being sorely

tested by economic crises.

Intragovernmental debate reached new heights with uncertaitty over Ihow

to handle the sudden mass immigration of refugees and with power striigles

focusing on de La Madrid's ascension. And splits within tne gover:nent hav-

produced ambiguous (even contradictory) policies, confused public opini.n,

and therebv given unusual Latitude for the Left and especially the Right to

. . .... .. . .. * .. -. ., ,,...:.,U' I
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express their views and potentially to gain influence (Issues 5 and 10). In

other words, the government has lost some of the sense of control over

foreign affairs that has usually enabled it to mold foreign policy anti the

domestic consequences of it.

One aspect of the overall societal debate is the raised voice of the

Right. Traditionally, the Right has usually refrained from taking an active

role in f£ret ,,- policy, but the new activism of Mexico's foreign policy

it-elf has changed ttat; Mexican foreign policy has greater importance than

*it Ii., h'reitolore and the cost of inaction is thereby rais4ed. Lopez

, Portillo's policies and particularly the French-Mexican initiative aliented

the Right. The Right's declarations that foreign policy should no longer be

controlled by a small diplomatic group may suggest a structural challenge to

the foreign policy process rather titan simply a one-stroke disagreement over

the substance of a pawrticular policy. Pressure from the Right could-rmakeit

more difficult for the regime to shape and manipulate foreign policy.

Additionally, however, one sees some rising criticism and pressure from the

Left, no longer as aligned with official foreign policy as it often has been.

Major shifts are not likely but neither are they impossible.

With the dangers of polarization in mind, let us sketch, in admittodly ..-

simplified form, both the "softer" or more "leftist" and the "harder" or more

"rightist" positions and identify their major proponents both withii and

outs ide government.

The softer position identifLes itself with the progessive and p

iuinanLtarLan claims of Mexican foreign policy and with its new activism.

Specifically, it sees refugees as natural products of strife, just ab "lexic.'-

Mnirat i)n to the U.S. is the natural result of marketplace supplv and demand.

Mexico should uphold its glorious tradition regarding exiles while

...
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recognizing that it now must accommodate a mass influx. Above considerations

oi Mexico's economic crises come consideration of decency and of Mexico's

internal and international legitimacy. SofrLiners have even minimized

Guatemalan army incursions Lest these become hardline pretexts to crackdown

on refugees and increase the military role. The softliners are staunchly

pro-Contadora and negotiations, wnile basically supporting Sandinista

sovereignty and maintaining sympathy for the Salvadoran Left (though not

endorsing all of either group's actions).

Foreign Relations champions these positions within the NMexican

government. iegarding the refugee issues, CMAR also deserves mention. This is

not surprising given that Commission's charge to administer the refugee camps

and represent refugee interests within the government. Yet CMAR was created

dependent on not only Foreign Relations (and also Labor) but also, and

especially, Gobernacion. Regarding the PRI, Pellicer reports that the

French-American initiative, for example, was supported by part of the narty,

as well as by the Foreign Ministry. More generally, and consistent with

Bailey's analysis of the PRI (Issue 8), 1 might speculate that rising

technocratic influence imay block a clearer PRI alignment with nrogressive

positions, but mostly I would emphasize that PRI is usually excluded fron

-ndking Central American (and other forein) nolicy and restricted to

suoDortin it.

Outside of government and closely aligned actors, it is i:nportranc to

watch where a more leftist position is arising in opposition to the

governnent. Skipping over the criticism that is historically notale :.t

still not politically potent from unions and political parties, I woul-l
%

empiiasize two groups. I would not emphasize rte media. Generaliy, several

obstacles exist to leftism in the mass media (Issue 3); specifically, the

/ 9Oo %-
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government has exerted pressure to prevent critical coverage of the refugees'

pligh t. L i

One group includes intellectuals and students. Granted, many

intellectuals have basically supported the government sotLiners. Granted

also, protests at insttutions like the autonomous universities o Guerrero

and Puebla and the formation of national solidarity groups are nothing new.

wut, according to Jorge Casteneda, son o Lopez portillo's foreign minister

and himself connected with that administration, criticism (including his own) :"-

of the cam ro transfer represents the first time that the nonradical Left has.

charged the exican government witr supporting Central American dictatorship e..

and striitg a blow against the ictatorship's opponents. 217reyo

The second group is th vergy, poic an bche rhgs wha hroe. too.prap-h-ao

independent critic on the Left of government policy. Its work among the poor,

combined with its-.statements on refugee rights and camps, has earned it not ':"

only blasts from the Right but restriccions on access to the canps, increased ' -"

churchl-state tension, and even governmental denunciation of "pseudo-retir:,ious --'.

groups." The clergy role is particularly significant in that (a) a pillar of .i

regime stability has been a church-state modus vivendi ')ased largely on,,:.-,-

chutrch non-opposition to government policies and (b) the church has proven to.--

be an increasingly influential critic on the Left in several Latin American

nations. A reasonable guess is that while stark confrontations between the

state and the church institution itself remai unlikely at least in the lear

future, criticism from individual clergy could well continue and i-itensifv;

crackdowns would then be possible but aiso awkward for a re ;ne that

hiitorically ouilt progressive legittimacy by confronting a church on its-

right.

191 -



In contrast to the softiine position, the hardline position emphasizes

the socioeconomic burdens that refugees bring to a developing niat ion

*sstruggling with its own difficulties. It stresses negative impacts on jobs,

wages, services, andl health, and tends also to stress the refugees' economic

motivations. Moreover, it often associates the refugees with the Central

American Left -- which it more readily than softliners associates with Cuba

*and the U.S.S.R.. Not surprisingly then, the hardliners are deeply concerned

about Mexico getting too cozy with Cuba- and have serious differences witih tile

Sandinistas and the Salvadorean Left. Some on the Right also fear that

leftist policy will discourage U.S. assistance in Mexico's economic recovery.

* ~ However, as with the softline approach, many differences appear withil thle

-. hardline category and, at least within the government, even most hardliners

support negotiation, fear Reagan's inclinations to military approachies, and.

*want no part of ties to ex-somocistas.

Regarding hardline strongholds within the government, probably miost

*speculation has focused on Gobertiacion. Along with Defense, it he-.-ided tile

negative governmental reaction to the French-M-exican initiative. Gobe rlnldc cil

has even taken refugee matters into- its own hands at times. Its 1irecio'i

* General de Servicios :igratorios has been a counterforce to CMAR's softer

* posit ions. Furtnerrnore, one extremist group with in Gotlerviacimn has

fundamentally opposed key tenets of M exican foreign policy. Virule-ntly

anti.-Foreign Relations and Contadora, it has supporte-d rightiirs Within r,!e

*Reagan administration and may have ties with the U.S. Embassy, the CIA, anid

* evangelical Protestantism.

%ur i-iages of a, f:indimenta I overnn~ent spl it (prepsent or ti1c i iteit)

woulId be exaggerated for several reason. : ( a) Des pt e s ome loss ofi fIti

*tu hardline strongholdls, Foreign Relations remaimi -'-asicailv ii control; (o)
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Foreign Relations still appears fundamentally united on its softline; (c) the

extremist group in Gobernacion is exceptional and has largely been moved out,

partly over the Camarena issue but possibly also over Central American

policy; (d) concerned mostly with the domestic impacts of foreign policy,

Gobernacion's activities usually relate more to handling the refugees and

fighting Foreign Relations over the security threat posed by the presence of

Cubans, Nicaraguans, and Salvadoran leftists in Mexico than to the

formulation of basic foreign policy; (e) Defense is mostly restricted to

influence over military and border issues; (f) Finance, along with other

technocratic strongholds such as the Bank of Mexico and PEMEX, does not

challenge the fundamental orientations of Foreign Relations as much as it

balks at the economic burden of supporting .icaragua and refugees while

endangering needed U.S. aid. In short, government opposition to Foreign-.

Relations is fragmented (for example, between politicos at Gobernacion and

tecnicos at Finance) and rarely opposes the basic tenets of Mexican foreign

policy. Nevertheless, softline-hardline differences are real and the domestic

impacts of foreign policy could lead to more serious divisiveness i1 the

future. 7.

Outside government, and Leaving aside an ula-rihc, which basicallv ... \*..

supports the position of the right wing within the Reagan administration, I

c-nsider here rigntist opposition tu government policy from tilree actors. )ne

is PAN. Although i: criticized deportations in 19hl , it has -i1Ct_ tir;e d

Mexico to control its borders and to refrain from leftList farei~n policies.

Tn the 13S2 election, it wab vocal 3gainst Lopez Portill,'s nolicies. I1 the

1985 elections, however, PAn did startling little witn the Central rlerica;n

issue. Thus, unless ?A;.' reassesses iLs electoral jtratevies, it mi:,ht

likewise do little in -Aectiolls throu~h 188. One basi-i for reassessment

/
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could depend on the middle class; there is evidence that its generally rising

dissatisfaction partly manifests itself in views of Central American policy.

So far, however, the major opposition actor nas been business. Some

business groups have used the Central American crisis as a pretext to attack

the Left broadly but some believe sincerely in particulars of the hardline

position above (although other business are basically grateful for cheap

refugee labor). Predictably, COPARMEX (Mexican Employers Association) has

been most vocal.

The third rightist actor I cite is the media, obviously intertwined

witn busioess concerns. Rightist dissent in the mass media has enjoyed more

latitude and clout than leftist dissent. Printed dissent on Central America

has appeared in newspapers like El Heraldo and magazines Like Impacto.

However, the main danger would come from private television, which has bee,-

to the Right of the government on Central American policy. In general, for

most of the societal challenges discussed here, I would not rule out

intensified dangers Out would predict a continuation of impacts that evoke

serious but manageable concern.

Mlexican Policy in the Next Five Years

In at least some -days, predictions related to 'lexican foreizn p)lic"y

seem (even) riskier than predictions related to Mexican domesttic nolicy. Parr

of the unpredictability stems from Mexico's new activis-; 'lexican nolicv ',ow .

depends .nuch more than before on the act ions of others and on evenrs bevond

its c ntrol. In some ironic sense, therefore, exico's incrpsed indeoen::ence

through activi.:n has made it more dependent on factor., beyond its control. 5*,

Accordingly, our inability to redict uture events i ii Centrnl A -er ca -

hampers our aility to predict rel,;vant Mexic.an policv. ,4e can, neverrheless,

/ ,-
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reasonably speculate on Mexican oolicy given probably the single most Li!etv %

scenario for Central America's next five years --persistence of the sort -f

violence and threats that have in the last five years fallen short of

insurgent takeovers or full-scale military combat among nations. Before

explaining my consequent prediction of continuity in Mexican policy, however,

I will identify certain alternative scenarios that could upset those

pred ict ions.

The most potent change could involve a major policy shift by an

important non-mexican power contender or a major change in the balance of

power among tae contenders. Examples could include either the Sandinistas or

the Reagan administration really acting as the other party says it does (as '

revolution-exporting totalitarians or militaritistic imperialists,

respectively), more active Cuban intervention, a strong guerrilla threat to

seize power in Guatemala, meddling in Mexican politics by oon-Mexican

leftists, or a marked increase of refugee flows into Mexico. In the long run,

prolongation of the Central American conflicts could aggravate negative

impacts on Mexico, incliding refugee burdens and polarization of Lefr-Ri.hr

debates, but in the short run it would probably take major changes, such as

tnose just cited, to bring about fundamental chanies in Mexican policy. For

what it is worth, probably most experts on the Central American conflict.

neither expect nor rule out te cited changes.

ore li' elv to affect Mexican Dolicy for the near fticurp is 'lexico's

own economic cris L. Here trie recent past is instruct tve. Just as soariig oil

reventies provided Lopez Porti ILo the clout to back activated rhetoric with

resources, econol ic crisiq weakened iis halnd towar.l the end of li , term.

Then, de la '.arid was sini larir weakened hv economic and oil cri~e anti t,-.

rpsriltanL need for U.S. h eLp ant emvhasi- on Mexico'-, own desperate doestic

i ..... , ...,, , .., ., ....,. .... .. .... .... ...... .. , ,. . . . *.* . . .. . .... .. . . ,
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priorities. Some observers interpret in this light development~s such as C.

Mexico's refusal to back Frenchi diplomatic initiatives to send minesweepers

to l~icaraguan ports. However, the crises have modified Mexican policy witilout

undoing its basic orientations. Therefore, my expectation is that, barring

marked a&Sravation, the economic crisis May limit the vigor witn which 4exicob;
pursues its positions and challenges the U.S. but will not come close to

reversing Mexico's basic positions; and tnese positions will be pursued with

* a vigor exceedintg tohat traditionally found in M4exican foreign policy.

L
Similarly, recent precedent sugge.sts that circumstances surrounding a

change of administration may modify policy bout not fundamentally. The

modifications concerning Lopez Portillo and de ]a Madrid probably had much

less to do with iame duck status or "pendulumi" swings across i-Aministrazions

t;ian with the economic problems surfacing ini 1981-82. 1 a-m also skept 'C ic-af

* interpretations, including many in the U.S: press-in 1984, concerning major

*rptreats in Mexican policy. For example, I would tend to see Forei,,n Vinister

Sepulveda's presence at Duate's inauguration less ab a major chang~e in

*Mexican orientations than as a Mexican reaction to a notable chan,( in E I

Salvador's power balance, a reaction consistent with Mexican tendenciPS to *

base its support and suegest ions for negotijat ions onl factors re 1atid to

proboects for stability and good relationls with) neighbors. Si-nila-rlv while. di

la M4adrid has been tougher thtan Lopez Port ilIlo onl the Sand inistas , \Iexico

reqa i-is Nicarngtia' fr tend lies t voice at Canticdora .

*This is not to ru!.. ouit the possih)ilitv of (a) modilicatinns bv a lr

JucK tie la Madrid, ttmmUu,1 Iarmt-duck( status coulId just as eas i v cont ri-L. i to

mmaction, rior ( b) pressuires tol soiect a 1983 pr-esid,-it committe-d to a :nor.F

c'insPr vatL ve- Cent ra I Arier t ci i 11,. , thiou,,i ( tin Ii ,e Alan1 4 0i 1 -I." ) Present IlY

SeP I it IO PV vIe:ICP Oil Wh ICI t,) -la ard a .;ood ,uess onl how Cent ral American

%.r-C
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conlflict might affect that selection. What does seem likely to me is that

domestic factors such as the L988 elections and the economy will interact
I

with ongoing Central America.i conflict, and its ongoing variations (short of

44 P,.

the draiiatic ones), to continue oroducing tactical shifts rather than basic

reorientations in -exican policy. To support that modest prediction I would

" emphasize that de la Madrid's shifts have not amounted to changes in most

oasic positions set pre-de la Madrid, despite some fundamental differences i."

general Lopez PortiLlo-de la Madrid approaches to the prPsidency, Sandinista

radicalization, increased U.S. pressure on Mexico, increased business

pressure from within Mexico, and even a severely deteriorating economy.

At least for the near future, I expect Mexico to stick by such basic

orientations as conflict reduction through negotiation, stability through

.- change, good relations with all likely powerholders, pressure against leftist

radicalization, indepe-ndence of U.S. policy, and assertion of Mexico's status

as a regional power. I expect all this because such policies are based not on

iny single leader's or group's idiosyncratic interpretation, but onl sone

wiJely and deeply held convictions about the consequences for both rp-;iona .

and Mlexican rodrtss, peace, and stability.

lmnlications for U.S. Policy

based on tne fareqoing analysis, tne U.S. should not exnoct a

in1 d;a.ental chan.,e in Mexican forei n policy onless there are' najor c:nan;,e.

In Factors emnanaring from outside Mexico irseif. Relatedly, I would drnw vo..

.laddi: Ln.iL implicatios for U.S. ,olicV: (a) it shoul: accent the lj . ica ; .1.. -V

of Mexico's nolicv; (b) it couldi lose far -nor. .)v attennr gnr to cnanl:e ".".,

" Mexico S poicy than Sy absorbig the bumps 11 :.lexLco-U.S. ref ntions t:a .-.

.. .......... ..
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"" will probably continue to emerge from basic differences over Central kmerican

, .o I~ i c L e s .

Insight into thie duplicity in 1exican foreign policy shotiLd not lead to

exaggeration of Lt. To be sure, a gap exists between "4exican public rhetorLc

and private statements, just as leftist stances in foreign policy are

highlighted to cover domestic conservatism. For one thing, however, some

private-public gap and duplicity probably characterizes the positions of all

_-najor actors in th, Central American conflict. Second, as we could observe of

U.S. policy as well, much of what appears in a cynical, unfriendly, or

unjiforined interpretation as simply duplicity can in fact reflect the

complexity of relevant issues and fears--and divisions within a given"

government itself. In reality, much of Hexico's foreign policy establisriient

believes deeply in te progressive guidelines that some U.S. observers would

dismiss as phony leftism. At the same time, that establishment has often seen

such progressivism as consistent with Mexico's principal *goal, a regional

stability that does not threaten Mexican stability.

3eyond its sincerity, a further reason to accept the legitimacy oi

Mexico's policy is that the policy has international legitimacy. Just as 't .

LS based on widespread Mexican concerns, it finds widespread endorse-ient

* bp:onu Mexico. '4estern nations with responsible foreign policies have more

often dotioted the legitimacy of U.S. tian -iexican Central American nolicy.

F .or examile, Spain's Felipe Gonzalez inet wito de [a Madrid toi' year,

denolinLed the U.S. for breaking off ne.gotiations win Nicaragua, and prai-"

Jicarat:lja for its flexibility. This from a leadt-r who has denounced

'licaragua' ri~ht. abuses, sent a low-level -iclegat ion to )rieqa 's iiiatizzural,

and net with Ni caragua' oppo,it ion. Wit tni n Lat tn America, Srazil md ,)L1lcr

nat LonS ha v recently susta in-,I the e i Lmac v Mlexican nore tian ,.S.

0
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positions, To reject tile legitimacy of Mexican policy is to oe at serious

odds with the policy of much of Latin America.

But even a fully legitimate and popular policy could be wrong; should

the U.S. try to cihange Mexico's Central American policy? Obviously, chose who

believe that U.S. Central American policy is generally flawed would .oppose

U.S. efforts to push Mexico co support U.S. policies. The more pertinent

quest ion here is whether tile U.S. government, given its own views of tle

Central American conflict, should pressure Mexico to conform. The temptatnn ion

coulti be especially strong if one accepts the prognosis that, barrin a major

shock, Mexico will continue pursuing policies at odds with U.S. olicv.

However, an important component of that very prognosis argues against

pressure: there is no basic and viable alternative to back from either

outside or within the regime.

Another reason to avoid pressuring Mexico is that Mexico must be

credited with extraordinary expertise in preserving its own stabiliry. And,

its progressive motivations notwithstanding, Mexico's Central American policy .- '

is fundamentally based on carefully considered implications for that

stability. There is no reason to doubt Sepulveda's declarations that the

regime is aware that the Central America conflict oresents "serious riks.- -

that Mexico should not underestimate" and that it should be "fully clear that

the essential purpose of Mexico's Central American a,)Licy is the de ,.,!nse of

its national interests.. .That is the absolute priority."

ro say that Mexico is preoccupied with its stability and has

extraordinary expert ise in preservin-, it is not necessarily to conclude t:iait

thi U.S. nust endorse rmasic Mexican posirions, much le s the perceiv ed .

extremes of some leaders' demagogerv or e fforts such i as tre French-Armer 'n..-

initi.icive. It Joes mein that those who concemplate pressuri-iM Mexi ,o snoultl ,

• ~~.?. . - . .-- .- -.-..-.. -:. -... . ..-.. ". .. . .. .. ".'.- -- ". -.. .-. -.- : - -.
-- -L ..-_ - _ _ . _ _,.. -. _• _ __ __... ' ., . _' " 2 _% :, ' '-_.% '. ' ' % . _ _'.',_% % ?. _% % = ,= "%" =" =" ." " -,L- " .A., "
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Contemplate the effect such pressure could have on Mexican stability

(especially in the unlikely event that pressure were "successful"). It could £

*". present Mexico's Left with a major issue, one that would undermine its

institutionalized component and promote its independent comnponent. It could

also radicalize the international Left into actions directed against Mexico.

In general, it could delegitimize the regime and its claims to independence.

If the analysis in this paper is correct, then U.S. policymakers should

appreciate that (a) Mexico's success in managing its stability has allowed

flexibility "or tactical shifts; (b) there is variation withini mexico's basic

guidelines; (c) but a triumph of hardline positions within the regime could ...

pose new risks, and (d) U.S. backing of an independent rightist alternative

would pose still much greater risks -- and would fail. Basically, supportinv J

Smith's conclusions (Issue 4), even U.S. conservatives should recognize how

relatively fortunate they are to have a stable Mexico on the border, and they

should remember--no matter what they take to be Mexico's influence on event,

in other countries --that Mexico itself is much more significant for U.S.

interests. it is crucial to avoid fulfilling the worst scenario envisioned by

tciose keen Mexican observers who fear that protracted Central kmerican.

confIict could undermind U.S. appreciation of the necessity of ,earatiny cthe

well-being of Mexico-U.S. relations from ditlerences over hemispheric i.sij, .-

*xecutive Summary

Since the l ace 9'7Us, Mexico's active role in Central k-nerican aifairs

has been the most inportant manifestat ion of a generalized nove to a mor..

assertive forei.n ;)olicy. iowpver, rhLii active role c.an Ie viewed lar..ylv .s

3 :ie. neans to cope wiLh radically crianged re:? iona[ cLrcuMStalIcPS Jtd -t it I-

~---
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safeguard an enduring goal--preventing events beyond Mexico's border from

adversely affecting Mexico's own development and stability.

In nearly all circumstances, Mexico is driven by a desire for

non-threatning relations with governments or movements that hold or may

come to hold power. tt usually stresses national sovereignty and the

indigenous rather than the East-West roots and solutions to conflicts. Tt

believes that only change, not preservation of a delapidated status quo, can

insure long-term stability in Central America. Thus, Mexico coexists with

leftists in other nations but often works to moderate their policies and

always insists that they not intervene mischievously in Mexican domestic

politics. To pursue its basi'c goals in a complex world, however, Mexico has

shown considerable flexibility in tactically varying its policies by nation

and in different time periods.

Given such perceptions and policies, it comes as no surprise that

Mexico believes that U.S. policy often produces negative results and tiiat

further ascendency of the rightest tendencies within that policy would

produce disastrous consequences. Confrontation and militarization rather than

compromise and negotiation, prolong, intensify, and radicalize regional

conflicts. By so doing, they increase the risks that these conflicts hold for

Mexico. More directly, Mexico fears that the Reagan administration nay prove

increasingly intolerant of Mexico's inuepeadencep, instead holdinv it .Y

respon ible for strengthening regional L-ft i~m, naively fur herin. thre t',, to

Mexico's own security, and contributing to a massive refugee Clow into the

U.i.

[f Iexico ii concerned over the impact of Central American conflicts on

its relar ions with nieignbors , it is also concerned about nor- dirocc ie,:acL

on 'fexican development These include the growinR role and cost of the

ZO,
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military and the social, economic, and political costs of massive

immigration. Additionally, legitimacy could be undermined through the seeminli

inconsistencies in Mexican policy, the plight of refugees and of the Mexican

poor they find themselves among, government actions to curb the dangers of ;

immigration , government actions to protect the immigrants, parallels to the

- fate of Mexican immigrants in the U.S., and both criticism and interference

*" from international agencies.

Another threat to stability turns on the increased polarization of

mexican debate over Centeral American policy. The regime may find itself

decreasingly capable of shaping foreign policy to meet its domestic needs. ...

There is a somewhat emboldened Left, including intellectuals and clergy, and

a somewhat emboldened Right, comprising elements of the middle-class,

business, and the media. Futhermore, divisions threaten a traditional foreign

policy consensus even within the regime itself.

Barring unlikely but by no means impossible changes in factors largely

beyond tne regime's own control, there is good reason to expect basic

continuity, with tactical accommodations, in Mexico's Central American

policy. A strong U.S. attempt to compel a fundament. l re-direction would run

counter to the bases of Mexican stability eiaboraLed in this paper and -

cierefore to the U.S.'s owyn national interests.

kid - . *
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INTRODUCTION

The Mexican-United States border is a many splendored thing. It brims with

an intriguing potpourri of activities blending the legal and the proscribed, the

significant and the trivial, the conventional and the bizarre. In one incarna-

tion, the border delights hundreds from about the country by facilitating the

sight of a Flame-Colored Tanager, fairly common in Mexico but demanding a "North

American Rare Bird Alert" as it crosses the line. At the other end of the

spectrum, the border context conjures horror, compassion, and outrage at instan- "

ces of unscrupulous coyotes and vicious gangs robbing and raping the innocent

poor as they cross the border in search of economic sustenance or political

refuge. In hundreds of other cases, the border locus defines a series of

events, issues, and controversies significant for Mexico and for Mexican-United

States relations. From a sociocultural perspective, for example, the border

melting pot produces a special breed of Mexican and a rare species of American,

enriching their respective countries but also connoting problems in the eyes of

some of their compatriots. From the less exotic perspective of the dismal

science, the border encourages the economic advantages of the maquiladora pro-

gram, implying employment for Mexicans, scarce foreign exchange for Mexico, and

a competitive edge for American-owned business. From the viewpoint of politics,

the border locus influences a continuum of activity ranging from a tradition of

anti-Washington sentiments north of the line to increasingly militant opposition

in Mexico.

In addition to being the physical locus of significant socio-cultural,

economic, and political phenomena, the border acts as a focus for bilateral

interaction, frequently connoting serious irritants as well as reciprocal advan-

tages. Drugs and undocumented workers are cases in point. Neither are 4.

1'-"-
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intrinsically border problems, but both often crystallize at the international

line. Narcotic smugglers face off with agents of the United States' Drug

Enforcement Administration (DEA), or undocumented border crosasers clash with

the Border Patrol. In every instance, the border manotes a special quality for

Mexican policy and for the bilateral question.

This paper describes and analyzes the implications of the border for -

Mexican public policy and Mexican-United States relations. The analysis centers

on the medium term--the next five years or so. 2 substance of the paper

counts four parts. A short discussion sets out the context of the border

region. The effort then describes and analyzes a series of policy developments -.

and conumdrums; looking first to their import for Mexico, and then to their

consequences for the bilateral relationship. Sequentially, the discussion

develops three foci--ecological, economic, and political issues. Given the

multiplicity of border issues, not all can be discussed; given their complexity,

not all receive their analytical due. Nonetheless, the paper treats all of the

salient issues, and, most importantly, it explicates the sense of the border

region for Mexican public policy and bilateral relations.

The border region's growing importance reflects exogenous and endogenous

influences. In the first place, the area's evolving significance grows from the

larger binational context. The United States has always ranked at the very *

pinnacle of Mexico's exterior concerns; since the mid-1970s, Mexico has assumed K.
increasing import for Washington's policymakers. But that is only half the

tale. On both sides of the line, populations grow rapidly, implying more

r-"
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political punch within the respective nations; expanded economic activity and

growing wealth; and proliferating sociocultural intercourse.

Population data offer some sense of the booming border region. Prom 1950

through 1980, the border states on the U.S. side (California, Arizona, New

Mexico, and Texas) more than doubled their collective population to 42 million.

For the same 30-year stretch, the six Mexican border states (Baja California ..

Norte, Sonora, Chihuahua, Coahuila, Nuevo Leon, Tamaulipas) burgeoned more than .- "

2 1/2 times, to 10.7 million. Even more pertinent to the border's growth, the J"'

population of Mexico's ten major border cities increased more than fourfold

during the same period, to a total population of about 5 million. Fully one-

third of the 1980 population of Mexico's 36 border communities counted them-

selves as migrants. Crossings also illustrate the traffic and bustle of the

border region. In recent years, two-way traffic along the border totaled nigh

on to 300 million crossings a year-about two-thirds of those from the north and
'a

one-third from Mexico into U.S. border towns.

Those numerous border crossings also crystallize expanding participation in '.

a peculiar border culture, with implications for both good and evil, depending

to some degree on individual perspective. On the positive side, the miniature

melting pot molds different Mexicans and Americans (and Mexican-Americans). In

turn, those local populations exercise more voice in national policymaking

arenas, improving both the style and substance of public policy. On the other

hand, the burgeoning border region magnifies the underlying current of fragility

in bilateral relations, as it elicits more interest from policymaking elites. A

Roman Catholic bishop in Mexico captures one nuance of that fragility in damning

U.S. border visitors for *infesting* the Mexican border cities with their

3

r2oS'

.-, . ..-.....-. °, . / o. .... :... . . . ... .. . ..... .°. .. a - . *, . . . .. .. ,....,



illicit sex and drug habits. From the northern side of the line, the crazies

f rom the Ku Klux Klan parade about in defense of the race.

Public poicynand politics on the border carries a special quality because

disosa inTijanais bad enough in its own right, but it grows immeasurably

vorse as it gets entangled in bilateral relatims and becomes a cause for

national humiliation. Significant foreign exchange earnings from the

s maguiladora program appear a pristine good at ftrat blush, but they become a

mixed blessing when it is recognized that they dbrive from an economic enclave

of the United States. Many of those sensitive problems, in turn, derive from

the border's dividing the rich United States from relatively poor Mexico. The

border separates the largest per capita income disparity of any two neighboring

countries in the world.

The border context, in sum, influences the way that both Mexico City and

Washington perceive problems and formulate policies. The border is more impor-

tant and wants more attention, but its very significance implies evolving sensi-

tivity destined to complicate the framing of public policy from Mexico City and

relations between the two nations. An analysis of some of the more salient

ecological, economic, and political lammw in tbr border region illustrates the

* point.

THE BORDER ECOLOGY

Ecological problems along the Mexican-United States border center on air,

water, and hazardous waste. Mexico has laws on the books and governmental

institutions charged with safeguarding the nation's ecology, but economic and

political realities constrain vigorous official activity. In the same vein,*.-

Mexico's relative underdevelopment works to weaken its will and ability in

4
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pursuing the implementation of bilateral ecological accord* negotiated with the

United States.

Amongst the many ecological issues along the border, the problem of Tijuana ..

. sewage may be the foulest of all. Since the mid-1930s, Tijuana's effluent has

been intermittently discharged into the Tia Juana River, crossing the interna-

tional boundary into San Diego. In 1965, an emergency bypass began to carry the

city's sewage to San Diego. Intended to be used only on an emergency basis, the

p , arrangement soon became permanent. By 1980, the San Diego Metropolitan Sewer

System accepted 13 million gallons of Tijuana effluent each day. Another 4.5

million gallons daily (mgd) gets dumped into the river to flow into San Diego.

Still another 4.5 mgd is discharged into the ocean, frequently flowing northward

to befoul Southern California's beaches, implying serious health hazards.

Recent developments spell some progress in resolving the problem, but the final .

solution is still a long way from reality.

while that problem evolves to a sluggish solution, the "gray triangle" of

copper smelters in Sonora and Arizona continue to pollute the air. Located

roughtly within 50 miles of one another, smelters at Nacozari and Cananea,

Sonora, and Douglas, Arizona spew I million tons of sulfur dioxide a year into

* the atmosphere. The smelters imply the threat of acid rain, endangering the

United States southwest and Mexico's northwest. Like the sewage issue in
IT

California, measures are projected to respond to the threat, but their implemen-

tation is uncertain.

Tijuana sewage and Sonora/Arizona sulfur dioxide reflect two of the border

region's most serious ecological problems at present, but threats to groundwater

on both sides of the border may be even more serious in the near future. The

bilateral equation on groundwater is defined not only as a question of ecology,

5p.iii
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but also of competition for scarce resources, thereby adding an additional

complication to a difficult issue. The burgeoning border population has implied

increasing demand designed to sharpen the potential for national and binational

conflict. The salinity cisis of the Colorado River has also contributed to a .-..

growing sensitivity to the groundwater issue.

Mexico's decision makers are cognizant of all of those problems and the

dozens of others which molest the border reg*w. Mexico has begun to grapple

with the ecology issue, but progress is slow and the future ambiguous. In 1971

Mexico enacted its first environmental legislation, encompassing direct regula-

tions pertaining to air and water and indirect references to hazardous wastes.

Supplementary legislation appeared again in 1971 and 1973, and a major addition

came with the Federal Environmental Protection Law of 1982.

Across the board, implementation efforts have been unimpressive. In 1981,

the government forced several plant closures in a singular (and well publicized)

effort to combat air pollution, but that effort was more theater than substance.

The evidence suggests that little has been done to combat air or water pollu-

tion, and even less in the area of hazardous wastes.

The same story obtains in bilateral relations. In 1983, Presidents Ronald

Reagan and Miguel de la Madrid signed a Borde Dvironmental Agreement designed

to facilitate cooperative efforts. As noted'peviously, some initiatives are

underway, but definitive results always remain in doubt. The explanation for

official lassitude is clear enough. Mexico is yet a relatively poor country and

its developmental agenda is crammed with items that appear much more important L
than environmental control. Concern for the environment is depicted as an

- affectation of the rich; a luxury quite beyond the ken of developing nations.

The present economic crisis adds to those general attitudes to dissuade the

6



government from much effort for the foreseeable future, at least on the domestic

scene.

on the other hand, the border environment may fare a trif le better. In the

first instance, Mexican nationalism suggests more effort for environmental

problems with binational implications than for those limited to the domestic

scene. For better or for worse, it is easier for Mexico City to permit

Petrbleos Mexicanos to pollute the waters of Chiapas and Tabasco than it is to

shame the nation by polluting the San Pedro or the New River, which flow into 7

the United States. Moreover, border efforts benefit mightily from the ongoing

activity of the UJ.S.-Mexico International Boundary and Water Commission, a

successful example of bilateral diplomacy and one of the more fruitful

* departures of its kind in the world.

THE BORDER ECONOMY

The border economy is characterized by a bewildering array of exchanges

- generically def ined as "border transactions." The conventional border

*transaction features Americans crossing south to buy booze, gasoline, or artisan

*wares, and Mexicans coming north to purchase clothes, appliances, and luxury

*goods. Most of those exchanges are perfectly legal in both countries, but many

* are not. A flourishing trade in smuggled goods exists along the border. Most

of those exchanges are mutually beneficial and perfectly benign, but some are

not. Drugs come north and guns go south. In economic terms, border trans-

actions tend to be mutually beneficial, reflecting a high level of interdepen-

* dence between the rich United States and the relatively poor Mexican side. At

* least for some Mexican decision makers, the political implications are less

* welcome than the economic advantages. They see more economic dependence than

7



interdependence and extrapolate that interpretation to potentially serious

problems of political particularism.

The double-edged sword of the border economy is clearly crystallized by the

thriving maquiladora, or Border Industrialization Program, the most important

and richest of the economic activities on the border. The program has made

significant strides in the last 20 years (see Table 1). Twelve plants made up

the Border Industrialization Program (BIP) I= l 9 65 by 1980 the program had more

than 600 maquiladoras. Employment manifesto the asm rapid growth, surpassing

100,000 by 1979 and climbing to more than 200,000 by 1985. One report predicts

500,000 employees by 1990. Foreign exchange earnings superceded a half billion

dollars by 1977 and barely missed a billion in 1981 before the series of

devaluations beginning in 1982. Even with a peso that had dropped to about one-

eighth of its 1981 value, the industry rebounded to earn more than one billion ,

dollars in 1984. In comparative context, those earnings take on even more ,

- significance. In net terms, the BIP outearns Mexico's much-touted tourist

.." industry.

Despite its considerable economic import for Mexico, a strong undercurrent

of opposition criticizes the maquiladora program. Most of the criticisms have

little to do with its border location, but t i qportant foci join the issue of -":

Mexico's border economy's integration with th. xeet of the nation. The charge --

is that the entire industry is an enclave, an extension of the United States.

., The maquiladora industry responds to the ebb and flow of the business cycle in

- the U.S.

Without necessarily denying an essential germ of validity to the argument,

*' a closer scrutiny of the events of the mid-1970s combined with an analysis of

recent developments in the industry produces a less damning conclusion. Grunwald

8 '°
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TABLE I

The Maquiladora Industry: Plants, Employment and Earnings

No. of 2 of Total Foreign Exchange Earnings
Plants Interior Employment (millions of dollars)

Plants (annual average)

67 72 17,936

68 79 17,000

69 108 15,858 L

70 12020,327 81

71 209 20, 000 102 ... ._.-.0

72 339 ,060 165

73 357 3.9 64,330 278

74 455 5.7 75,974 444

75 454 7.9 67,214 454

76 448 9.4 74,496 536

77 443 10.1 78,433 525

78 457 8.1 90,704 714

79 540 11.1 111,365 638

80 620 11.3 119,546 773

81 605 11.2 130,973 976

82 585 11.7 127,048 851

83 629 12.2 150,867 829

34 685 12.0 203,000 1,200

85 720# 12.3# 240,000# 1,450#

86 _"

# projected

Sources: Table V and VII in a packet of materials prnvided by Mr. John
,t. Christman of American Industrial Parks, Inc. El Paso, TX

Table III-] in Joseph Crunwald, "The Assembly Industry in
Mexico", a selected chapter from the draft manscript of The
Internationalizattion of Industry (Washiington. D.C. The
Brookings Institution, 1981), p. 122
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argues that "the downturn in assembly operations beginning in 1974 that could be

attributed to the U.S. recession was relatively mild and short-lived. Other

jL factors which were internal in nature. . accounted for a large part of the set-

back in maquiladora activities through 1976."

It is true, nonetheless, that part of-. the 1970s problem evolved from

American Ofly-by-night" operators fleeing Mexico when the United States economy

slowed and Mexican wages increased. Those coumpies were neither able nor wil-

ling to weather the economic storm. But t atuation was much different by

1985. The maquiladora program achieved a ica in maturity characterized by more

sensitivity to the damage wrought by irresponsible companies. As increasingly

larger numbers of the assembly plants locate in industrial parks, furthermore, a

context for more effective control has evolved. Industrial park managers screen

applicant companies to insure economic viability. The firms affiliating with .* ",

the maguiladora program are also larger and better financed, capable of main-

taining operations despite the vicissitudes of the United States' economy. None

of this is to deny a degree of instability in the maquiladora program, but the

evidence does show that the program is less unstable in 1985 than during the

recession of the mid-1970s. a-

Another issue at controversy mnterm u the small percentage of Mexican -

inputs contributed to the industry's products. As the maquiladora program

entered its third decade in 1985, this issue emerged as the leading nub of

contention between the Mexican decision makers and the foreign-owned firms.

Beyond manual labor, land, buildings, and basic utilities, the Mexican economy -.

has contributed very little to the assembly plants' finished products.

The problem is not easy to resolve, although some initiatives are underway.

*: The high level of U.S. control, contacts and materials makes the Mexican program
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what it is. Moves to increase significantly the level of Mexican inputs negates

major advantages for the U.S. and f or American businesses. Still, the Mexican

government is campaigning to encourage the U.S. firms to use more national q

%I
inputs. The 1983 Presidential decree on the in-bond industry ordered Mexico's

Commerce minister "to propitiate a greater integration of domestic components in a
the in-bond industry." To the relief of the U.S. companies, the decree did not

* compel a set percentage of Mexican content. The Mexican government is not about

to apply harsh pressure for the time being, but the 1983 decree does set out a

* policy goal to be pursued.

The next f ive years should be used by the United States companies to

* adjust to these policy goals. As the leading study has it, "a gradual modifi-

cation of the offshore assembly system as it currently exists in Mexico will be5

necessary in order to avoid growing political fallout from Mexico that may

eventually do serious damage to, if not destroy, assembly activities there.0

increasing Mexican national content is difficult for the United States firms, L.
but political prudence demands it. As long as Mexico's economy is troubled, the

issues will not catalyze vigorous action from Mexico, but the political wound is

bound to fester and United States companies are veil-advised to answer the

logical and just aspirations informing the political issue.

While the maquiladora program is the single most important legal economic

activity along the border, the plethora of smaller transactions adds up to

significantly more dollars (and pesos). In 1981, for example, border transac-

tions earned Mexico $4.8 billion, while Mexican spending on the north side of

the line totaled a trifle less at $4.6 billion. in 1984 the figures had droppedL

* to $1.3 and $1.5 billion. The lower 1984 figures derived in part from the

economic crisis in Mexico, but more from a new methodology for calculating the

10



* transactions. However important those sums way be to Mexico City (or to

Washington), they are even more crucial to the economic survival of the border

* populations. Open commerce betveen the two economies implies life-sustaining

* interchange between two parts of a functionally integrated economic whole.

Disruption on the U.S. side spells socioeconomic dislocation on the Mexican

side, and vice versa.

in recent times, the US. half of the; intera ted border economy has suf-%

fered comparatively vorse deprivation thaw .o the Mexican side, but economic

problems have affected both the United States and Mexico. A catastrophic

devaluation of the peso (about 1000 percent since early 1982) stripped the

Mexicans of their buying power in the United States. Economic recession took

hold in the U.S. border cities where most businesses are dependent upon border

*crossers. Border officials and congressmen have cried f or special loan programsj

*arnd impact aid to tide over their constituents until better economic times

evolve.

But it is increasingly obvious that better economic times in Mexico are

still much in the future. The economic recovery is precarious. The setback A

- concomitant to the earthquake is only the more evident part of the story. Even

* before that tragedy, the discipline orthim do la Madrid government began to

wane, as spending and inflation increased. Hence, the population on the nor-

thern side of the border and the United States government ought to prepare

itself for hard economic times for most of the coming five-year period. Even as

the border region grows in size, its relative economic health is in decline.

In smaller ways, the United States seems bent upon contributing to the

* economic misery of its citizens along the border--not to mention the inhabitants

- of the other side. Early in 1985, economic havoc reigned when the U.S.



blockaded and shut down border crossings as it pressured Mexico to pursue the%

* assassins of a U.S. drug agent. A mid-summer discussion of an entry fe

reflected Washington's complete insensitivity to tine and places the timing

could not have been worse; the place demands more freedom of commerce rather

than less. Much the same can be said about the potential impact of the Tandem

Truck Safety Act of 1984 which restricts. the number of Mexican-owned trucks

* entering the United States. Among the nefarious implications of the legislation

* for both sides of the border, a recent study provides a frightening litany

including "serious losses to the maquiladora industry, agricultural trade..

and border area commercial activity," in addition to a Oloss of foreign exchange

* earnings for both Mexico and the United States, increased unemployment...

higher consumer prices in both nations, and the potential for serious deteriora-r

* tion of diplomatic relations between the two nations." To add injury to insult,

the trucking legislation is also wont to contribute to new forms of smuggling.

Smuggling is already running rampant on the border. indeed, it may veil be

* the region's single most important economic activity. Accurate figures are, by

* definition, impossible to get to, but knowledgeable observers estimate 20 to 30 -

* percent of total border economic activity as illegal contraband amounting to

more than $2 billion annually. if the value of smuggled drug* and guns were

included, that f igure would be dramatically higher, but drugs and guns tend to

impact the border more as political than economic issues. (They will be

discussed in the next section of this position paper.)

The stock in smuggled trade tends to consumer goods like appliances, tele-

visions, stereos, automobiles, and luxury goods, but literally thousands of

other less likely items are secreted across the border. Other big numbers

* include powdered silk going south and parrots coming north. A poignant issue

12
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reflecting the economic disparity between the two nations is a long-lived traf-

ficking in Mexican babies for American parents. Mexican students crossing over

the line in adjoining border communities to attend United States schools is

another variation on that basic theme.

Without here addressing the probl.ems of dkW and arms smuggling, influences

pro and con suggest little overall change for the foreseeable future in the

impact of conventional satuuling across the lIIne. On the one hand, the Mexican

government's move to imew tariffs and fewer iut licenses implies a freer

flow of legal goods from the United States to Mexico. Conversely, the ongoing

growth of the border region expands the local market and the pool of illegal

entrepreneurs almost daily. Like the poor, the smugglers are always with us on

the border.

In sum, the border economy implies the bitter and the sweet for Mexico.

Mexico's overall economic problems have certainly ramified onto the border

region, but the border economy has fared relatively better than the larger

national economy. The maquiladora program is booming and smuggling continues

apace, providing scarce jobs for Mexicans and needed foreign exchange for

Mexico. On the other hand, many in Mexico City smart at the dependent charac-

teristics of the urdsr emnomy and conjure ambitions of redefining and reinte-

grating the border into Mexico.

Those ideological proclivities and ambitions continue to imply potential

problems for Mexican-United States relations, but their acting out demands

manifestly more economic strength in Mexico. Significant increases in Mexico's

economic viability will be slow in coming (and may be ultimately owing to

succumbing to massive U.S. economic influence). Hence, no major problems

connected to the border economy are on the horizon for the coming lustrum.

13
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THE BORDER POLITY: NATIONAL ARID BINATIONAL IMPLICATIONS

if the border economy implies no major bilateral conflicts for the coming

f ive years, border politics may veil take up the slack. The border bristles

with political moves and countermoves fraught with potential for conflict. For

the purposes of this analysis, the discussion of political issues divides into

those relating to the border as political focus (drugs, guns, undocumented

* migration) and the border as locus for Mexican border politics.

The drugs, guns, and undocumented migration issues demand considerably more

analysis than can be offered here, but several perspectives are articulated.

illegal drug trafficking f rom Mexico is the most explosive controversy in the

bilateral relationship. in the early 19709, Mexico ranked am the largest mani-

Jaaadthe second most important heroin supplier to the U.S. "Operationft.

Codr ucsfll onee h threat and drug traffic diminished markedly

by 1977 or so. By the early 1980s, the Mexican connection revived, and today is

an important source of U.S. drugs. The DEA estimates that 30 percent of the - tt

marijuana and 38 percent of the heroin on U.S. streets emanates from Mexico,

with Mexico acting as a channel for 30 percent of the cocaine in the united

* States.

The United States and Mexico cooperate in the anti-drug campaign, although

the U.S. is clearly the senior partner and vont to pressure its neighbor to

further commitment and activity. in addition to diplomatic pressure, the United

States has also sent money, arms, aircraft, and DEA personnel to several areas tf

in Mexico, not just along the binational frontier. Though far from perfect,

Mexico's efforts in the struggle reflect significant commitment. The United

States has lost one agent to the Mexican drug mafia, but dozens of Mexican f

soldiers and policemen have been tortured and killed. Mexico has purged its

14
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police forces, partly informed by an effort to eradicate drug traffic. Perhaps

even more difficult for a proud people long subjugated to Yankee might, Mexican

leaders have suffered the slings and arrows of insult, disdain, and damnation

from official and unofficial sources in the U.S.

All of that may be countering narcotics tzaffic to the United States, but

it may also be working to jeopardize overal. Mdlateral relations. The relation-

ship dipped to a low point in 1985 when the U.S. berated and bullied Mexico in

the context of the assassination of DEA ag Enrique Camarena Salazar. Former

foreign minister Jorge G. Castaneda warned that the United States was pushing

Mexico too hard and "subordinating all Mexico-U.S. relations to a prompt solu-

tion of the drug issue." He suggested that "serious problems would emerge" if

the U.S. persisted in its single-mindedness. "Mexican corruption," he

continued, "cannot be eradicated overnight, unless one throws the baby--the

Mexican political system--out with the bath water." A serious threat to

Mexico's political stability hangs in the balance. .-

In the last analysis, furthermore, narcotics production and trafficking

between Mexico and the United States evolve from conditions beyond the reach of

the DEA, or the Mexican military, or any other law enforcement body. On the

Mexican side, drug production partialy emanates from the poverty of the coun-

tryside. Eradication of plants is insufficioLm, unless accompanied by a program

to compensate campesions for the loss of income or to assist them in switching

to another crop.

On this side of the border, drug trafficking is nurtured by two major

factors. The first is what Heberto Castillo calls the "prostitution of the

United States society." George Will agrees that "smugglers are not the core of

the problem. The core is the millions of Americans who comprise a brackish pool

is
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of addiction and money." It is, in truth, more than a little disturbing to read

the unctuous and self-righteous posturing of Americans anent the "corrupt"

Mexicans when it is the "corrupt" American society that creates the demand for

the junk. That undeniable fact suggests that policymakers should be attacking

the problem of demand as vigorously as they attack Mexico. In the process, they

may reduce the problems of narcotic consumption without alienating, or, worse

yet, destabilizing a friendly and important neighbor.

Mike Royko gets to a second part of the problem in asking "why are we

screaming at Mexico" when marijuana usage is so widespread in the United States.

With unquestionable logic, Royko calls for the legitimization of marijuana. In -.

one fell swoop, it puts the American farmer to work, it unclogs the judicial

system, it frees up precious jail space, it permits scarce resources to be

directed to more dangerous drugs, and, as a special bonus, it provides funds for

the public till through taxation. From the perspective of foreign policy, it

immediately obviates at least a part of the drug issue in bilateral relations.

Barring that sort of dramatic turnaround in United States policy, drugs promise

to molest Mexican-United States relations for the foreseeable future.

Although gun running from the U.S. into Mexico is not quite so well publi-

cized as narcotics traffic flowing the other way, it continues as a fairly

serious problem in bilateral relations. Mexico passed stiff anti-gun legisla-

tion in 1971. Looking at the border perspective, guns are easy to come by in

U.S. border states. California strictly regulates the purchase of firearms, but

Arizona, New Mexico, and Texas are far less stringent. As with narcotics coming

the other way, the transactions go far beyond the border, with guns filtering to

Mexico from throughout the U.S.
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Much of the weaponry going into Mexico supplies the average Mexican's

penchant for owning a gun. Some of the weapons are also transhipped further

south. Still, it is fairly well documented that some of the weapons are

" exchanged for drugs, thereby strengthening t-drug mafia. Guns recovered in

" Mexico in early 1985 at the site of the slain American drug agent had been

smuggled out of Chicago, Los Angeles, an&. S Antonio. Even more frightening,

some of the weapain, is going to Mexican terrorists who plan to utilize the arms

against the Mexican government. A possible assassination attempt againstII
President de la Madrid has been reported in the context of a conspiracy to

smuggle arms. The lack of gun legislation in the U.S. combined with the poro-

sity of the border bodes ill for effective control of arms traffic. Like the

problem of drugs, arms smuggling into Mexico brims with potential for political

discord in bilateral relations for the next five years and beyond.

Undocumented migration defines a third issue in the bilateral equation in

which the border acts as a political focus. Even more than drugs and guns, the

issue is well known and needs no longish recitation here. Although the

implications for undocumented migration extend throughout the republic, the

border acts as a flashpoint for the issue. When the crazies from the Ku Klux

Klan parade along the line in defense of the race, some in Mexico unfortunately

interpret that lunacy as a significant prt of U.S. opinion. More seriously,

the border milieu is ripe for accidents and indiscretions that jar bilateral

relations and/or impact upon Mexico's or the U.S.'s domestic scene. Several

recent episodes exeimplify the point. In a mid-1985 shoot out, a Border Patrol

Officer was wounded and a Mexican alien killed in a border canyon. A border

agent's shooting of a 12-year-old Mexican boy catalyzed even more tension,

triqgering the Mexican government to demand punishment for the Border Patrol

17



agent. From the Mexican side, in late 1984, Mexicans blocked the border post in

San Luis, Sonora, successfully forcing the U.S. to transfer one of its immi- 5

gration officers. In another episode, a U.S. border official terrorized a young V-
Mexican in a three-day ordeal that led to the U.S. charging the agent with

kidnapping, extortion, and assault with a deadly weapon.

That sample of explosive episodes only exemplifies the panorama of brutali-

ties and stupidities connected to undocumented migration that daily eat away at

bilateral amity. Despite too many commissions, excessive political rhetoric,

and a fair amount of decent research devoted to the issue, it is still a long

way from resolution. Given the realities of U.S. domestic politics, it is

probably just as well that the Congress has been unable to produce legislation.

It is a good bet that it would be ill conceived.

The next lustrum is unlikely to improve the chances of wise legislation,

but a couple of initiatives may assist in managing the issue. In the first

instance, the U.S. needs to continue to encourage Mexico to recognize that

undocumented migration is a bilateral problem. In recent years, the Mexican

decision makers have moved off dead center on the issue, but more needs doing to

move toward a common strategy to manage undocumented migration across the

border. Within that context, the inevitable episodes and confrontations that

occur on the border may be less harmful to bilateral relations.

The second initiative involves U.S. and Mexican cooperation in stemming the

flow of other nationalities utilizing the southern border to sneak into the U.S.

A certain tolerance exists for poor Mexicans (and persecuted Central Americans)

wending their way north, but Mexicans' collusion in secreting in Argentines,

Indians, Koreans, or Poles elicits justifiable concern destined to complicate

bilateral relations. A clear trend toward increasingly larger numbers of non-
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Mexican and Central American illegal migrants is evolving. The problem should

be addressed in the near future before it seriously jeopardizes U.S.-Mexican

relations.

The reverberations of Mexican opposition politics in Mexico's north is

another political issue chock full of potential fir jeopardizing good relations

between the neighboring countries. Developments on and from both sides set the

scene for interventionistic activities designed, tA explode into diplomatic

hassles of the first dimension.

On the Mexican side of the border, the scenario counts several key parts.

*! In the first instance, the Partido de Accibn Nacional (PAN) is growing in

influence and challenging the political monopoly of the official Partido

Institucional Revolucionario (PRI), particularly in the northern border states.

In the summer of 1985, the PANista challenge focused upon gubernatorial races in

two border states, Nuevo Letn and Sonora. Official fraud in the elections 0"

implies the second ingredient in the volatile mix. Running scared, the PRI

strong-armed its way to victory in the two states. The obvious fraud outraged

the PANistas (and others), catalyzing violence in the border cities of Aqua

Prieta and San Luis, Sonora; and setting the scene for more violence in

Monterrey, the capital of Nuevo Leexr. 2oe waveral episodes followed in the

train of violent confrontations some six months earlier in another border city,

Piedras Negras, Coahuila. The entire scenario is filled with potential for

bilateral discord, but the border city violence is particularly explosive.

Influences general and specific from the United States contribute to the

situation. In a diffuse way, the U.S. participatory example sharpens opposition

frustrations in northern Mexico. Northern Mexicans know the U.S. relatively

well as documented and undocumented shoppers, tourists, and workers. Some

19
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* evidence suggests that experience in the U.S. contributes to attitudes conducive

to questioning the Mexican system. But there is no need to f ish in the murky

* waters of attitudinal change to acknowledge U.S. influence. It is markedly more

tangible and specific. Many individuals and organizations along the border are

openly supportive of the PANista cause in Mexico. Although the PAN vehemently

* denies it, little doubt exists that some financial resources are channeled from

U.S. private sources to the opposition party. The U.S. border (arnd national)

press is also frequently critical of the Mexican government and sympathetic to

the PAN~.

Beyond its editorial posture, the mere existence of the U.S. press works

its influence along the border. U.S. and foreign journalists offered compre-

hensive coverage to the July, 1985 elections and, in the process, encouraged

*vigorous protests from the PANistas, who charged that they had been cheated in

the elections. It is obviously no accident that violence has exploded in three

border cities (Agua; Prieta, Piedras Negras, and San Luis) where the opposition

had access to the U.S. media.

Concomitantly, Mexican officialdom is wont to respond to the U.S. media

* intrusion. A case in point concerned a television journalist from Phoenix who

ran afoul of Mexican police and was allegedly tortured. Representative John

* McCain CR, Arizona) called for congressional hearings on the charges. Hearings

* are bound to be interpreted as unwanted (and illegal) intervention in Mexico,

* putting stress on the bilateral relationship. Media interest in the Mexican

* border state elections promises to grow in the coming lustrum, portending

*numerous opportunities for incidents leading to conflict between the U.S. and

Mexico.
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But border politics implies even more dramatic events. As anticipated in

recent border city violence, it conjures the image of significant numbers of

Mexicans literally running into the U.S. in search of political asylum. The

problem is only embryonic, but its features are clear enough. In Piedras Negras

in February, 1985, nearly 100 Mexicans fled to the Eagle Pass, Texas side of the

bridge. Twenty PANistas threatened to request political asylum from the United

States. In Agua Prieta, the situation grew 4qmally volatile. In one incident,

a truck sped across the border from the U@Ktcan side; Mexican border officials

* fired two shots at the escapees. In another even more dramatic situation,

-" literally hundreds of PANistas, Mexican police, and military faced off against

the U.S. Border Patrol in full riot gear, buttressed by local and county U.S.

police; with a group of PANista demonstrators in the middle. The Border Patrol

was prepared to protect the protesting PANistas if the fled to the U.S. side.

Wars have been made of less and serious diplomatic discord is certainly in

" the offing as these confrontations multiply in the immediate future. All indi-

*. cations point in that direction, unless the policies of the Mexican decision

makers change markedly. Forthcoming elections in Chihuahua may offer some hi

-'. i evidence on the direction that Mexioc City will follow. History teaches that - "

* little change can be expected in the official political hard line.

In sum, the evolution of political issues concomitant to the border augur

ill for bilateral relations through 1990. Mexican drug production and .-

trafficking will continue to trigger U.S. political and diplomatic pressure and "

growing Mexican truculence. From the northern side of the border, arms ship-

ments will bother diplomatic amity. Undocumented migration will continue apace,

triggering ongoing episodes implying mini-crises. Most seriously, Mexico's
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opposition PAN will play its border card to the hilt, conjuring possible *j

scenarios fraught with serious potential for damaging bilateral relations. en

CONCLUSION

% The Mexican-United States border implies a special significance for Mexican

domestic policy and for bilateral relations. For the Mexican domestic equation,

*the border carries a bittersweet flavor. The sweetness derives from economic

* prosperity; the bitterness from Yankee influence and domestic political opposi-

dion. For the bilateral relationship, the border acts as a catalyst calculated

to spark ecological, economic, and political conflict. To make matters worse

(or better?), the border region grows in significance for both Mexico and the

United States and for relations between the two. In the first instance, the

* entire sweep of the bilateral relationship gains in consequence almost daily.

Moreover, migrants flock to the United States' southwest and Mexico's northwest

(and beyond) in search of sun and sustenance. in the process, they create

relatively more economic strength and political punch in their respective

national contexts. They also interact with one another more frequently,.

connoting economic and sociocultural adaptation and cooperation, but also

increasing the possibilities for political conflict.

For the nonce, those conflicts have been manageable, but they constantly

gnaw at bilateral amity and occasionally advance toward serious discord. For

* the next f ive years or so, the panorama of border related issues presents a

mixed bag. Some of them are irritating, but not about to get out of hand under

any conceivable circumstances. Others depend upon the evolving economic milieu

to act out their potential for dissonance; while still others appear constantly

on the cusp of contentious conflict.

22



4 :7 T 7 7Z; II -A 7 -M S :T: V -7---7

tLtd

In the realm ot border ecology, a host of problems fester but never quite

jeopardize bilateral relations. At the western end of the 2000 mile border,

Tijuana sewage overloads the San Diego system and overflows into the Tia Juana

River and Pacific Obama, befouling the waters and threatening disease. On the

Arizona-Sonora line, sulfur dioxide spews from three copper smelters (two

Mexican, one american), pollnting the atmosphere and threatening both nations

with the curse of acid rain. Both nations have tken official cognizance of

the ecological problems. Cooperative agreemenm are signed, but implementation

remains in doubt. In the background, embryonic controversy looms over utiliza-

tion of the region's groundwater.

Mexico counts other priorities. Hence, the nation's commitment to policing

the environment is ambiguous at best. But all is not lost. Mexican decision

makers tend to pay attention to the border region, for nationalism's sake and be

more sensitive to the quality of air and water shared with the United States.

Moreover, the bilateral International Boundary and Water Commission performs "..

yeoman service on the line and is hard at work on a plethora of issues touching

the border ecology.

For the present lustrum, the border economy promises few substantial

changes and little threat to bilateral allr. The maquiladora program thrives ..

on Mexico's general economic malaise, as wages and costs decrease with the

dimunition of the peso's value. It supplies much-needed jobs and foreign .

exchange, and is highly valued in the process. It also raises nationalistic X

hackles as it represents an extension of the Yankee economy, and as it evolves . -- a-•

far too slowly to the utilization of more numerous units of Mexican input. For

the moment, however, it is far too economically important to attack, although

economic good times may provide the context for increasing regulation of the
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- industry. Like the poor, border smuggling is always with us and not about to

* change much for the foreseeable future. Petty and irritating intrusions from

* Washington appear to be more visible on the border of late. They are really not

destined to substantially alter the border economy, and they are not about to

invite significantly bilateral discord, but they do imply negative economic and

political consequences for both sides of the line.

If the border ecology and economy connote a series of troublesome issues,

- the border political equation produces measurably more day-to-day tension and

* potential for serious conflict in the near future. As the flashpoint for

* trafficking in Mexican drugs, the border reflects the volatility of the issue.

* The United States berates and bullies Mexico, chancing the distinct possibility

* of a vigorous and damaging Mexican reaction. Confecting a variation of the

* theme of dependency theories, United States' policymakers blame American drug

addiction on Mexican (and other) suppliers. Mexican soldiers and policemen die

% in the anti-drug campaign and Mexican off icials smart at the smears of their

neighbor to the north. Looking to the opposite side of the coin, contraband

* weapons flood Mexico from the north, empowering the narcotics mafia and domestic

* terrorists. Both issues brim with political dynamite calculated to bring on

* serious crises in bilateral relations.

Border politics also sketches out a panorama fraught with potential for

conflict. if PANista political punch and militancy continue and PRIista poli-

* tical obstinance persists, the scene is set for outbreaks of political violence

* in Mexico, spilling over the line to the U.S. side. influences from the United

* States, particularly the media, thicken the plot. intentionally or not, they

* add an exogenous contribution to the context designed to encourage political
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opposition adisdestabilizing ipcaonhowever jutthe cas fthe

opposition.

For the near future, in sum, border activities promise to trouble Mexican-

United States relations. Ecological problems will persist; economic contro-

versies will be put aside, but strain to be realized; political issues imply

* ~conflict.**'

The paper describes and amiLmo selected border pwoblens, their aignifi-

* cance for Mexican policy, and for Mexican-United States relations. In addition

* to the introduction and the conclusion, the paper is divided into four parts.

The first section of the paper sets out the larger evolutionary changes within

the border context. The next three sections form the analytical foci of the

paper in looking to a series of border issues organized around discussions of

the border ecology, the border economy, and the border plity. In all

* .instances, the paper looks to an analytical projection of five years or so--

* roughly to the beginning of the next decade.

The discussion of the border context emphasizes the increasing significance

* of the binational border region itn both nations and in bilateral relations. In

* the f irst instance, all that pertains to Mexican-United States relations is more

consequential than it was a decade ago, and the border region is central to the

overall relationship. moreover, populations of the border states on both sides

of the line have burgeoned. Concomitantly the economies have expanded, and the

political punch of border dwellers has proceeded apace. As the populations of

the border states have increased, so has the interaction between citizens on

both sides of the line. That miniature melting pot is to be praised, but it

also signals multiplying opportunities for problems in the bilateral equation.
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Ecological issues exemplify the point. Among th. many problems that molest

the border, two stand out at present and one projects into the future. At

present, Tijuana's sewage is tay .g the San Diego system and polluting the

Tia Juana River and Pacific ocean. The "Gray Triangle" of copper smelters in

Sonora and Arizona is issuing vast amounts of pollutants and endangering the

* ecology on the border (and beyond) for hundreds of miles in all directions.

Formal arrangements are in force to resolve those problems, but Nexico's commit-

ment and capabilities are in doubt. Pollution of and competition for ground-

water looms as a future problem. Prospects for resolutioon are not good, but a

couple of factors may be a trifle more promising. Mexico** nationalism may urge

it to more effort along the border, and the binational international Boundary

and Water Commission has a good track record in resolving border problems.

The analysis of the border economy centers upon three foci--the

maquiladora, or Dorder industrialization Program, conventional border trans-

actions exemplified by booze coming north and small appliances going south; and

smuggling, an important ingredient in the border economy. The saguiladora ~ .

program is booming. it pays rich economic dividends to Mexico by providing nigh

on to 300,000 jobs and nearly $1.5 billion in foreign exchange earnings (for

1985). Nonetheless, Mexico's decision makers criticize the program as an

extension of the U.S. economy; more specifically, for not utilizing more Mexican

economic inputs. The program is safe for the time being, but Mexico's return to

* economic strength may set the stage for more rigorous regulation of the

industry. Both sides of the border economy have suffered the pangs of Mexico's

*economic recession, the northern side relatively more. Both sides also suffered

from the U.S. shutting down the border in response to last summer's drug-related

crisis. While the border economy is rather better, the prognosis cannot be
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promising as Mexico's economy remains precarious. Some moves to open the Mexi-

can economy may marginally reduce the relative impact of smuggling over the next

lustru., but continuing growth along the border will offset that gain and

probably result in little effective change in the scale and impact of border

contraband.

Border politics imply the potential k measurable conflict between the

US.. and Mexico. The drug issue invites reaction from the Mexican side as the

United States bullies and berates its neighbor. Guns coming from the US. into

Mexico count another issue with conflictual implications. The porosity of the

border bodes ill for controlling either. Undocumented migration produces almost

weekly episodes calculated to prick nationalistic sensitivities, although a

certain mutual understanding characterizes that issue, perhaps deriving from its

recognized mutual advantages and its long life.

opposition politics on the Mexico side define yet another border issue with

manifest potential for bilateral conflict. If the ruling PRI refuses to acknow-

ledge the electoral strength of the opposition PAN, violence is bound to

increase and that violence is wont to spill over the line. In one scenario,

large numbers of Mexicans may lite a ly Ele north and create an embarrassing

* political quandary by seeking political amynmL. While ecological and economic

issues may irritate the bilateral relationship in the near range, political

problems may bring it to crisis.

27
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What Factors Explain the Decline of the PRI and Will It Continue , .

to Accelerate? (Issue paper #9, prepared for working group on

"Mexico, the Next Five Years")

John Bailey, Government Department, Georgetown University

15 July 1985

Mexico's Party of the Institutionalized Revolution (PRI)

serves as a subordinate extension of the presidency and central-

government bureaucracy, and its decline reflects problems in the -

recent evolution of those institutions. The overall political

system, in turn, has been battered by the combined effects of

accumulated bottlenecks in Mexico's development strategy, the

volatile global economic order since the early 1970s, and a

populist, confrontational political style of the presidents

during 1970-82. This paper suggests causes for the decline of

the PRI, and examines the functions of the party in the Mexican

system, the party leadership under President Miguel de la Madrid

(1982-88), and some of the internal and external dynamics of the

party. It concludes with an assessment of party and system

reforms and with some projections for the period 1985-90. An

Executive Summary and a list of abbreviations appear on pages

29-30.

Causes for the Decline of the PRI

Mexico's PRI is a genuinely indigenous party, one that has

evolved since 1929 in response to a series of specific historical
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challenges. The PRI might most usefully be viewed as a semi- -

authoritarian, hegemonic party, which--while voicing liberal

aspirations--ats primarily as an instrument of government to

maintain an elite in power and pursue goals that emanate from the

Mexican constitution of 1917. The party acts as a basic pillar

of a strong presidential system, along with the civilian and

armed bureaucracies. Thus, for the sake of accuracy, the terms

PRI-government or bureaucracy-PRI are useful from time to time to

reinforce the point that the party is a subordinate extension of

the presidency and the bureaucracy.

Two points follow from Lhe above. First, the decline of the

PRI reflects a decline of the overall presidential system and

appears in the functions that the party is called upon to

perform. Second, significant changes will not emanate from the
party; rather the party will reflect whatever changes might

originate in the presidency-bureaucracy.

It may be worth substantiating the assumption that the

PRI is somehow in decline. Fairminded observers could very

well point out that, in contrast to many other Latin American

countries, Mexico has shown extraordinary strength and resilience

in absorbing the shocks of the 1982-85 austerity program. Much

of the success is owed the PRI, which is unique in the region

for its scope and complexity. A number of signs, however, point

to stress and deterioration that in some ways might be considered

a "decline" of the PRI-government.

The state and local elections of 1983 sent a shock through

I-°
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the Mexican system when opposition parties, especially the

National Action Party (PAN), won an unprecedented number (since

1967). of stae capitals and important cities. The wave of

victories was brought to a halt in Baja California Norte in

September, as the PRI's candidate won the governorship and U

preserved intact the party's monopoly of the presidency and

governorships since 1929. While one might argue that the PRI

still won overall about 70% of the vote and 96% of the offices in

the 1983 elections, the opposition's advances signalled an

unwonted erosion of support for the party-government. Those who

had taken the system for granted began to take another look.

Symptoms of decline had been evident long before the

1983 elections. Some students harken back to 1929 when Jose

Vasconcelos lost to the PRI's forerunner party in apparently

tainted elections. Probably more would choose the presidential

elections of 1952 and the phenomenon of henriquismol as the

benchmark; others might stress the labor strikes that ushered in

the sexenio of Adolfo Lopez Mateos (1958-64) and led to a series

of incremental reforms beginning with that administration.

Virtually all commentators point to the 1968 student movement and

the October 2 massacre at Tlatelolco Square in Mexico City as a

watershed event that planted widespread doubt, especially among

the youth and intelligentsia, about the democratic and egalitar-

1 Gen. Miguel Henriquez Guzman, a candidate of the populist
left, ran against Adolfo Ruiz Cortines in the 1952 elections, in
which the opposition was granted about 25% of the vote, but
probably did better.

[22 ~~~~~~~................. ...................... _................ . ..... ,'ii._
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ian projects of the Revolution.

what these events have in common is their demonstration

that the PRI-government arrangements were failing to channel

important political demands through party/electoral mechanisms.

Increasing demands, in turn, were a product of both material

deprivation and of democratic aspirations in the context of a

development strategy encountering limits. Rather than effective

reform of the party itself or of the electoral system, elites

preferred the more expedient measure of electoral domination.

Efforts by Presidents Luis Echeverria (1970-76) and Jose

Lopez Portillo (1976-82) to revive a sort of populism as a means

to revitalize the system must be considered unsuccessful, at

least in the short term. Among the consequences of their

state-led growth strategies were the rise. of the public sector

bureaucracy (which reached new historical heights with the bank

nationalization of 1982) and the estrangement of important

elements of the business community. For the first time since the

late 1950s, capital flight on a large scale became a lever in

state/private sector relations. The growth of the public

sector bureaucracy reinforced the accretion of political influ-

ence to the technical elite and lessened to some degree the

influence of the priista politicians. And there was a widespread

impression that both presidents had undermined important rules of

the game, Echeverrra by design and ambition, Lpez Portillo by

misjudgment and misfortune.

Changes of this magnitude created tensions not only at the

- . . . .
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societal level, but also within the PRI-government as well. The

selection of Miguel de la Madrid (a technocrat) as presidential

candidate in Se'ptember 1981 was met with undisguised coolness by

the party president and with explicit reservations from the labor

sector. Criticism of president Lopez Portillo reached unusually

high levels, even while he was still in office, as did criticisms

by party regulars of both Echeverria and Lopez Portillo early in

the De la Madrid presidency. The mystique of the presidency was

* badly tarnished.

*In short, while one should keep in mind the PRI's distinc-

tive record of coherence and stability, the assumption of

deterioration is well grounded. Two basic causes of the party's

decline are that the 1917 Constitution itself posits conflicting

projects, and the party is caught up in contradictory roles; and

the PRI was constructed in its essential form nearly fifty years

ago, and the society and economy have changed enormously since

that time. Both of these factors are exacerbated by the worst

economic crisis since the Depression.

The 1917 constitution serves as the basic legitimating

document of the Revolution. To simplify, it sets out three

* projects: nationalism, social welfare, and liberalism. The PRI

* has claimed for itself the mantle of the party of the majorities

with the historical mission of carrying out these projects. To

the extent that the party could demonstrate continuous economic

* growth and plausible progress toward a better life for many,

there was less urgency in demonstrating progress toward liberal

......... *.*~*.... ... .... ... ..



.,. - - - --.- -- . . - -- -- --. ; . . ,.. - .T vrrB- r-=T. j.-

6

democracy. But as growth and opportunity have foundered,

the PRI-government has attempted to revive the liberal project

(i.e., real eectoral competition, honest elections, and the

like) as a basis of legitimacy. Rather than plebiscites to

reconfirm the PRI-government's rule, elections were to serve as
opportunities for meaningful popular choice among competing

elites. The PRI, however, is simply not designed to compete as a

party. Rather, it, was constructed in its essential features

during the mid- to latter-1930s as a mechanism to integrate new

elements (labor, farm groups, and emerging middle-sector groups)

into politics in a controlled fashion. The party became a

. kind of holding company of groups; thus, the politics of the PRI

concerns control over groups, not the waging of campaigns for the

votes of individuals. In turn, the groups (sectors and bureau-

cratic elites) that enjoy priviledged status within the PRI would

be jeopardized by reforms that might strengthen the party in

electoral competition (e.g., greater ideological rigor, increased

local-level participation in candidate selection).

Furthermore, the party was constructed at a time of relative

societal simplicty. The country was largely rural, with only

embryonic labor movements or entrepreneurial sectors. Thus, a

corporatist design, with labor, farm, military, and popular

sectors, might usefully categorize society for purposes of

political organization. But Mexico has undergone social change

of momumental proportions since the Second World War, and the

party has struggled unsuccessfully to accommodate itself to the

.::.. -:
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new social complexity.

Functions of the PRI in a Presidential System

Despite tt* line of analysis that emphasizes decline, the .;.-

PRI still performs critical functions in Mexico's presidential

system. with a claimed membership of 14 to 16 million and with

state and local organizations throughout the country, the PRI

* provides a channel of information to the presidency that comple-

* ments those of the military and civilian bureaucracies. The

party also organizes support for presidential policies, be

*they "moral renovation," "economic realism" or "revolutionary

nationalism." It offers a complex structure to absorb and broker

conflicts, and it undergirds the presidency in the critical

succession process, when a variety of interest demands often are

heightened. In a broader system perspective, the party contri-

butes to socialization of both elite and popular strata, making

easier the achievement of ideological hegemony for government.

And with control over thousands of elected and appointive jobs,

* it provides channels of recruitment for the politically motivated

and the incentives for the disciplining of a very able political

class. Finally, as an electoral machine, the FRI structures the

vote in the electoral arena.

Given the six-year rhythm of the presidential system,

the national party is least active during the first two years

(1983-84 in the present context), which provides a time for

installing and testing new leadership and cadres and for trying

out new ideas. only one governorship, albeit in the important

77-
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state of Baja California Norte, is up for election. (In the

second year no governorship is up.) By the third year (1985),

the party is tVroddling up to speed, with the mid-term election

of 400 national deputies, seven governors (including the criticalf

* states of Nuevo Leon and Sonora), and hundreds of state and local

* officers. But the fourth year begins the critical phase, with 14

* governorships at stake and the presidential succession underway

*in earnest. Blunders and miscues at this point are much more

* costly than at the outset of the sexenio. The party's candidate

* is selected at some point in the last quarter of the fifth year

(1987), and from that time until the inauguration (1 December

1988) the party assumes its greatest importance as the source of

new programs and personnel for the next administration.

Party Leadership under De la Madrid

Given lack of space, this paper can only sketch some aspects

of the present party leadership in order to illustrate general

- trends and provide a baseline for projections. The main points

- are that the party leadership is subservient to the nation's

president, the political technocrats have pretty well integrated

* themselves into the PRI's National Executive Committee (CEN), the

key decision-making body, and we are seeing a kind of logical

divison of labor, with the experienced politicos holding certain

positions, while the younger political technocrats are serving a

sort of apprenticeship. Note also that 14 states are represented

in the CEN and that there is some effort to balance appointments

from the sectors (i.e., labor, farm, and popular) to the other



party offices (e.g., organization, IEPES).
~~CEN MEMBERSHIP, as of July 1985

President- Senator Adolfo LUGO Verduzgo (b. 1933, Hidalgo,
law and master's/UNAM, graduate work in public administration/-
ENA/Paris, background in SHCP, IMSS, CONASUPO, Diconsa, SPP,
father was governor of Hidalgo)

Secretary General: Deputy Irma CUE Sarquis (b. 1938,
- Veracruz, law/UNAM, background in Treasury, CONACYT, and Presi- ...

dency/Administrative Studies)

Adjunct Secretary General:*Senator Manuel GARZA Gonzklez
.-* (about 50, Tamaulipas, long experience in party and electoral

politics, expert on practical political questions)

Secretary for Administration: Deputy Genaro BORREGO Estrada
(b. 1949, Zacatecas, industrial relations/UIA, background in
SEPAFIN, SPP, and state government: Hidalgo)

Secretary for Labor: Blas CHUMACERO Sanchez (b. 1908,
Puebla, several-time deputy, CEN member in late 1940s, labor
representative on CEN since 1964, deputy candidate in 1985, close
to Fidel Velazquez)

. Secretary for Farmers: Senator Mario HERNANDEZ Posadas
(b. 1929, Veracruz, agricultural engineer, active in PRI since
1952, deputy on two occasions, experience in CNC, background in
SRA, and Ejidatario Bank)

Secretary for Popular Sector: Deputy Enrique FERNANDEZ
Marti"nez (b. 1938, Guanajuato, law/UNAM, general delegate of
CEN on several occasions, from political family)

Secretary for Political Action (Deputies): Deputy Humberto
LUGO Gil (b. 1934, Hidalgo, law/UNAM, former deputy, long
experience in CEN, CNOP as general delegate, cousin of Adolfo
LUGO Verduzgo)

Secretary for Political Action (Senate): Senator Antonio
RIVA PALACIO (b.1928, Morelos, active in PRI since early 1950s,
general delegate of CEN and of CNC, former deputy from Morelos)

Secretary for Organization: Deputy Hector Hugo OLIVARES
Ventura (b. 1944, Aguascalientes, secondary school teacher,
political science/UNAM, active in PRI since early 1960s, signifi-
cant offices since 1969, general delegate of CEN and CNC in
several states, former senator from Aguascalientes) .

Secretary for Political Training: Arturo NUNEZ (mid-30s,
Tabasco, economist, background in administrative studies/

7"
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Presidency, 1977-82)

secretary for Electoral Action: Fausto VILLAGOMEZ Cabrera
(Guanajuato, former subsecretary for electoral action and
official in National Voters Registry of SG)

Secretary for Ideological Divulgation: Jose Natavidad
GONZALEZ Paras (mid-30s, Nuevo Leon, specialist in public
administration/France, background in administrative studies,
Presidency, 1977-82)

Secretary for Information & Propaganda: Deputy Juan SALDANA
Rosell (D.F., formerly an adjunct secretary)

Secretary for Social Action: Deputy Alberto MIRANDA Castro
(b. 1932, Baja California Sur, primary school teacher, active
in PRI and SNTE since early 1950s, most of professional work in

* Baja California Norte)

Aecretary for International Affairs: Senator Humberto
HERNANDEZ Haddad (b. 1951, Tabasco, former deputy on two occa-
sions, specialist in international relations, law/UNAM, graduate

. work at Harvard, Johns Hopkins)

Secretary for Sports Promotion: Deputy Antonio MURRIETA
Necochea (b. 1935, D.F., engineering/UNAM/UIA, Deputy . for
Veracruz, active in PRI since early 1950s, background in CONA-
SUPO, SEPAFIN, SECOM)

Secretary of Finance: Jorge THOMPSON Aguilar (D.F., formerly
of SPP)

Secretary Coordinator for Revolutionary Unity: Jesus VIDALES
Marroquin

Representative of National Movement of Revolutionary
Youth: Jose Encarnaci6n ALFARO Cazares (Sonora, former general
secretary of Popular Revolutionary University of PRI)

Representative of National Revolutionary Womens Group: Sen.-
Yolanda SENTIES de Ballesteros (b. 1940, State of Mexico,
chemistry/UNAM, law/State of Mexico, public administration/
Oaxaca, active in PRI since early 1960s, former mayor of Toluca,
deputy from State of Mexico)

Director of Institute for Social, Economic and Political
Studies (IEPES): Sen. Angel ACEVES Saucedo (b. 1940, Puebla,
economist/ UNAM, graduate work at NYU, former deputy, close to
CTM leadership) p

General Director of Promotion and Works: Roberto MADRAZO
Pintado (b. 1940, D.F., former deputy from D.F., son of former

-,-, .-. .. .. * ..... .. . . . . ., . . - . -...... . . . . . . . . . , . . . , , ,'
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PRI president Carlos A. Madrazo)

Political Dynamics within and about the PRI

Two considerations help in understanding the tensions and

dynamics within the PRI, between the party and government, and

party-government and society: the party serves as an instrument

of the presidency-government, and the dynamics take on particular

form due to the centralized, sectorial organization of the party.

Beginning with internal dynamics, a striking feature is the

structural tension between the national leadership and party

militants at the grass roots. Sectorial leaders at the national

level need prestige patronage positions (such as deputy or

* senator) with which to reward their followers and thus reinforce

loyalty and discipline. Such patronage and loyalty are essential

in turn to the system as a whole. The struggle takes place on a

* two-step basis: organizations within the sectors compete among

* themselves for shares of sectorial quotas of positions; and the

sectors compete as well to protect or increase their shares of.

*the total number of positions available. For example, Fidel

Velazquez as head of the CTM needs to be able to distribute

prestige positions based on a calculus of loyalty and importance

to the CTh and the labor sector and not to the constituents'

electoral preferences in a geographical district. Gaining the

positions pits him first against the other unions in the Labor

Congress (CT) and then against other sectorial leaders. The same

*principle holds with the other sector leaders. of the 300

majority deputy candidates chosen in March 1985, the labor 2
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sector increased its quota over 1982 from 72 to 74, but the CTM's

share declined from 33 to 31.

Other interests enter as well at the national level.

* -Cabinet secretaries and state governors maneuver to have their

people selected as candidates as part of a strategy to acquire

power, often to influence the presidential succession. The army - -

lobbies for its historical quota. Party leaders in turn factor

in the need for technical expertise in the PRI's congressional

delegation in technical areas such as public finance. Finally,

the party often finds it useful to nominate a celebrity of one or

another fame. In sum, a variety of needs enter at the national

level that do not take into account necessarily the popularity or

electability of the candidate at the district level.

"Down home," and especially in the more developed and

urbanized districts, party militants need attractive, electable

candidates at a minimum, and--even better--some assurance that

militancy might some day translate into prestige posts. The

party can mitigate this national/local tension a bit by ceding

greater local influence over the offices of municipal president

and city council. As former president Adolfo Ruiz Cortines

supposedly cozmhiented: "The municipalities are for the people; the

state legislatures are for the governors; and the national

congress is for the president." Problems frequently arise when

governors intervene capriciously in municipal nominations in

order to increase their own influence in the state. This sort of

intervention may create tensions with local-level leaders, who

2117
- * r. . . * ~ * • .* . .



13

then seek assistance from national party organs. The CEN's

general delegate in the state is expected to serve as an honest

broker, but h might be neutralized by cross-cutting pres-

sures. The worst scenario from the party's point of view is

that of an unpopular governor, put into place by presidential

whim, who then uses his personal friendship with the president

to prevent national-level party interference in his own project

of personal power aggrandizement. Since elections at the L
municipal level are often those that excite greatest emotion, a

meddlesome and unpopular governor can create problems first for

the party, then for interior, and ultimately for the president.

The national/local tension is neither uniform nor inevita-

ble; that is, probably only a minority of PRI candidates serve
F. .- "

national needs only and prove difficult to elect. Also, in many

cases local elites might prefer a candidate with strong state or . . . -

•. %.

national connections. But all too often unattractive candidates

are simply assigned to districts. Some observers point to the

labor sector as the most prevalent source of tensions. The

popular sector, on the other hand, has greater latitude in

selecting effective candidates. The farm sector presents less of

a problem due to the party's virtual monopoly over the rural

vote. Overall, the party's ability to generate resources and

mobilize votes has tended in the past to overcome the tensions

between national and local needs. But with the electoral reform

of 1977 and the economic crisis of the early 1980s, the tension

has become more apparent as the opposition parties have begun to

..... .... .. . 7 . ........... .. . .
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mount more effective campaigns to benefit from popular unrest. .

At the I.ocal level, the sectorial design may create addi-

tional problems . The tendency by and large is for sectors to lay

historical claim to an electoral district in national elections ..

and to state and local-level districts (sometimes an agreed share

of city council seats) for local elections. To the extent that

the district is predominantly rural (thus CNC), industrial

(CT), or urban (CNOP), there may be congruence. It is logical,

for example, for the STPRM to receive a candidacy in the Coaltza-

coalcos area of Veracruz, where petroleum is the main industry

and the union is engaged in a variety of economic and service

activities. But other districts are less clear cut in their

demographic characteristics. Assuming even that the candidate

has local roots and some popularity; his designation by one

sector may imply lack of knowledge about the other sectors and

sometimes lack of real support by them in the campaign. (Recon-

sider the Veracruz example cited above from the perspective of

the CNOP and CNC locals, who are permanently frozen out of a

deputy nominati on and must settle for lesser prizes.) The

problem is usually manageable where there is customary coopera-

tion and tolerance among the sectors and where a prudent governor

and state party leader can persuade the sectors to contribute to

party harmony (as currently in Morelos, for example). But

absent such conditions, and where the sectors may have a history

of tension and the state-level leadership plays upon tensions for

personal gain, there may be conflicts and occasional breakdown, -

° ... . . . . . .



with disappointed office-seekers even bolting the party to run as

candidates for opposition parties (which might apply to several

recent cases in northern Mexico). Thus, even if a sector's quota

is maintained at the national level, the specific district may

experience problems.

Another broad area of internal tension takes place among

the party sectors as these jockey to preserve or increase their *. "

power within the party. Labor is the most cohesive and militant

sector, and a reflection of this competition is labor's periodic

campaign to have the PRI designated a "workers party," thus

returning the party to the populist militancy of the Cardenas

era. The CNOP and party bureaucracy typically press to retain

the formula of the party as a. "permanent alliance of the funda-

mental forces of the Mexican people." The 'scorecard" in the

sectorial competition is usually the list of nominations for the

senate and chamber of deputies at the national level, as well as

the ongoing tabulation of gubernatorial nominations as these

occur over the sexenio. The balance among the sectors at the

state and local levels tends to remain fairly stable and to

reflect in general terms the characteristics of the state and

region (as discussed above). By and large, the tendency over the

past years has been to strengthen the popular sector in response

to the presidency's efforts to build a personal following as well

as the party's effort to respond to a more complicated society.

One also notes occasional complaints about "Florsheim" or

"wingtip" farmers as popular sector individuals are imposed on

r
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the farm sector, which is less able to protect its turf than is

the labor sector. (The CNC leader suffered the further ignominy

of a cut on his watch of the sector's 1985 deputy quota from 41

to 36.)

There are basically two currencies of influence in the

party: numbers (thus votes), and strategic importance (contribu-

tion to system maintainence or capacity to create pressure, as

with wealthy and/or strategically placed labor unions or impor-

tant professional groups). In either currency, control over

organizations is the key. Sectorial leaders strive to maintain

control over their own groups, and sectors may compete for -

the right to organize new groups. Most of the tension occurs

between the CT and the CNOP over which new organizations belong

where. The nationalization of the banks in 1982, for example,,

set off a brief scuffle over which of them would organize the

bank employees, who previously had been legally barred from union

membership. (The CNOP "won.") Often the lines that separate the

labor and popular sectors are drawn from custom and usage rather

than elegant logic. Thus, at the national level, the FSTSE

appears to operate in both the labor and popular sectors. And at

the local level, to cite a mundane example, taxi drivers in

different cities may belong (by diverse procedures) to either CT

or CNOP affiliates.

An area of agreement among the sectors, however, is to limit

the influence of the party bureaucracy. That is, the three

sectorial leaders--and especially labor--prefer a small CEN in

r°.-
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which their votes and lobbying efforts might carry more weight.

The increase in number of CEN positions, from 8 in 1958 to 23 in
1985, both strengthens the hand of the party president and allows .,:.-

the party to respond to greater societal complexity without

increasing the influence of the sectors. Had the youth and

women, for example, been organized within the three sectors, they

would likely have received less attention and would have reinfor-

ced the influence of the sectorial leaders. In the 1984 party

assembly, the CTM called for a reduction in the size of the CEN,

and the youth leader criticized the undemocratic style of the

CTM. Also interesting in internal politics is the responsiveness

of the various party offices to sectors' orientations. At

different times in the past, IEPES has been more reponsive to the

technocrats and CbOP. At present, under Senator Aceves, it

appears more closely allied with labor.

Centralization, among many other factors, has contributed

to the decline of party militancy at the grass roots level, and

the national leadership has not yet found a way to revitalize the

base while at the same time preserving the sectorial and central-

ized logic of the party. In early 1983, party president Lugo

Verduzco hit upon the idea, quickly discarded, of encouraging

national-level officials to attend party meetings and to partici-

pate in party activities in their home towns. A related effort

at about the same time was the constitution of an "ideology

commission" to clarify party thinking and thus presumably to """.

educate and motivate the base. Mostly, however, Senator Lugo



gave speeches exhorting greater militancy (and occasionally

hinting at sanctions against the passive).

Apart front internal dynamics, a separate but related set of

tensions involves relations between the party and the national .

government bureaucracy, even though--as noted above--the overall _

relationship is more one of support and cooperation. This area

of dynamics in turn has reperussions within the party in either

strengthening or weakening the contending forces. These tensions

include the party's demand for partisan militancy versus the

indifference or hostility of bureaucrats; the party's and

sectors' lobbying for specific policies versus the bureaucracy's

broader and longer (or at least different) view of issues; and

the tensions that arise where the distinctive functions that the

party and bureaucracy perform in Mexican politics come into

conflict.

The tension between partisan militancy and neutral compe-

tence is universal, and we are familiar with discussions of the 2
"red expert" in the Soviet Union and the "in-and-outer" in the

United States. The underlying concern is that technical compe-

tence often displaces ideological commitment. In Mexico, since

the mid-1960s the bureaucracy has been rewarded to the relative

neglect of the party, this to the point that the so-called

technocrats themselves have become concerned about the decline of 4

militancy, not only in the party but also in the bureaucracy. A

PRI survey of 3,500 top-level administrators reported in February

1984 showed that 42% indicated no party preference. The response

* - -. o-
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to date has been for Senator Lugo and President De la Madrid

to exhort greater partisan involvement from the bureaucrats. The

campaign refledts the president's belief, expressed frequently by

Lugo Verduzco and other party spokesmen, that there is no place

for ideological neutrality in the public administration. Related

to this was the revival of the practice of soliciting party dues

from middle- to high-level bureaucrats, and the pressure on

functionaries to participate in get-out-the-vote campaigns in

favor of the PRI.

The responses to such pressures have generally been unfavor-

able. On the one hand the campaign provided the PAN and the left

opposition parties common ground to point out the incompatibility

of modern liberal democracy with the PRI hegemony, and the

- opposition advanced legal constitutional arguments about freedeom

of conscience a:d expression against the militancy campaign. As

might be imagined, many bureaucrats themselves balked at paying

party dues.

A second area of party/government tension involves public

policies, including general government orientation as well as

- specific programs. At the general level, such broad goals as

revolutionary nationalism, development, and the like, provide

. threads of consensus between the party and the government.

' Typically, the party works as the government's evangelist,

*-. carrying the message forward as either an echo or amplifier of

government statements.

In the economic growth period of 1946-71, the party gained

-.. . . .. . . .... Y
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strength in allying itself with progress and development, but in

the period of crisis and austerity of the early 1980s, the party

finds itself defending difficult and unpopular government

programs. The party's Manifiesto al Pueblo de Mexico in late

1983 expressed fairly strong criticism of the government. By the _-S

Twelfth National Assembly in August 1984 the PRI was attempting ,-

to come to terms with the austerity program. And for the July

1985 congressional elections, the party had prepared for its

candidates a sturdy question-answer defense of the government's .i

economic policy.

At the sectorial level, it is comwuon for the CT and CNC to

pressure government on specific issues of concern to labor and

thr rural poor. The CNOP is too diverse and complex to take

positions as a sectorial entity on specific policy questions,

except perhaps symbolic concerns, such as nationalism. Its

constituent groups, however, such as the economists or public

accountants, commonly take pro-government positions on policy

issues. Overall, the sectors operate in the difficult terrain

of supporting government programs and serving as a conduit to

secure goods and services for their members, while at the same

time criticizing the relevant agencies and advocating greater

attention to their clients' needs. Part of the dynamic involves

the need to maintain loyalty in the ranks, thus preventing.

defections and countering new groups that might emerge outside

the sector to organize interest demands.

In terms of party and government functions, the prevailing

- ..... "
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relationship is close cooperation. But there is at least one

area of tension. The PRI and the secretariat of interior rank

their priorities slightly differently. Basically, the PRI needs

more electoral dynamism in order to generate good candidates and

activate the party base. The party might be willing to cede more

victories to the opposition in this regard. Also, it might serve

the party's interests to allow its congressional delegation a bit

more freedom of maneuver on legislative matters, since this would

fit better their sectorial needs for flexibility. Interior, on

the other hand, is more concerned about maintaining order in

electoral matters and about enforcing discipline in the legisla-

tive branch and in state and local governments throughout the

country. (The organizational tension, in turn, may be height-

ened by the presidential ambitions of both the secretary and

party leader.)

With regard to tensions between the PRI-government and I
society, three areas (of many) are noteworthy. First, it has

proven difficult for the party to accommodate itself to the

complex and growing middle sectors, especially the intelligent-

sia, as these apply more stringent standards of competence and

democratic practice. Second, the north of the country continues

to present a special challenge due to its historical separateness

from the center, its higher level of socio-economic development,

and its proximity to the U.S., and one hears of cases where the .'-,

PRI has trouble finding and fielding good candidates for local

office. Finally, party activists frequently comment on their

• A o"



22

' difficulty in attracting and motiviting young members, which is

of special concern given that over two-thirds of the population

is under 25 years of age.

Party and System Reform Proiects

Confronted with the problems sketched above, two sets of

reform projects have evolved since the early 1960s as a strategy

to channel emerging demands through legitimate routes. One is

the internal reform of the PRI and the other is the promotion of .

opposition parties. The two tracks are connected, with the

notion that greater electoral competition will contribute to the

revitalization of the PRI. Although Ruiz Cortines set the

stage, both sets of reform efforts have their roots in the Lopez

"Mateos period (1958-64).

The most significant effort at internal reform was arguably

that of PRI president Carlos A. Madrazo in 1965 to introduce .,

primaries as a means of promoting what he called "natural

leaders." The experiment lasted less than a year and was

defeated by an alliance of governors, sectorial leaders, and

cabinet secretaries. The episode teaches several interesting

lessons. First, it was clear that Madrazo had ambitions of

building a power base of his own in the party, and Diaz Ordaz was

simply behaving logically in firing him. Second, the failure of

the effort demonstrated the system's rigidity; young reformers

could take little comfort about their prospects of rising in the

PRI. Third, it showed that reform would come more likely from

.2F,
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other quarters, initially through anomic violence as with the

student movement of 1968, then through the bureaucratic appara-

tus, with new kograms and interest representation structures, *--.r

and later through opposition parties.

Efforts to reform the PRI internally have not completely

ceased, however. Rather, there seems to be an interesting 7:7,

rhythm within sexenios of initiatives followed by retreats.

* Thus, following Madrazo's ouster, the president appointed as

Sparty president Lauro Ortega, at that time a symbol of ortho-

doxy. After a brief tenure by Manuel Sanchez Vite, President

Echeverrfa appointed reformer Jesus Reyes Heroles as party ?

president and ended his term with the orthodox Carlos Sansores

Perez. After replacing Sansores Perez with Gustavo Carvajal,

President Lopez Portillo finished his term with Pedro Ojeda 0 -

Paullada. Party statutes call for flexibility in tailoring

candidate-selection methods to local realities, and there have

been recent attempts to dabble with primary-like mechanisms in

some recent municipal elections (e.g., State of Mexico in 1984,

Morelos in 1985). But the general tendency has been to retain

the method of "auscultacion''2 for governorships and national-

level offices, as well as for the more important municipalities

within each state.

With regard to system reform, each president takes pride

2 Auscultacion is roughly how the doctor listens with the
stethoscope. It refers to the effort of the CEN delegate to
listen to the various interests in formulating a recommendation
to the party about nominations.
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in advancing the liberal democratic project by introducing

changes to promote citizen participation, as with the enfran-

chisement of women in 1953 and the lowering of the voting age

, from 21 to 18 in 1969. The reality is the difficulty of approxi-

mating liberal democracy in a setting of abiding apathy and

* skepticism, cultivated in part by the PRI itself. To combat

- this, the government has promoted opposition party activity in a

series of three steps beginning in 1963. At no point did it seem

that the reforms were of sufficient scope to challenge the

party-government's conzrol, but the reforms of 1977 went far

enough to renew interest in opposition politics and to generate

unaccustomed pressure on the PRI itself.

The reforms of 1963 and 1973 covered basically two aspects,

lowering the requirements to register parties for national

elections, and providing an easier way for them to win elected

positions of lesser influence, as in the Chamber of Deputies.-.,

The 1977 reforms went beyond the previous efforts in promoting

the opposition. The principal author of the reform, Jesus Reyes

Heroles, had supported the previous efforts first as a national

deputy in 1963 and later as president of the PRI in 1973. Reyes

Heroles' main concern was to provide effective and legitimate

channels of opposition activity to prevent an accumulation of

pressure that might explode in protest and return the nation to

what he often called, "Mexico bronco" (violent Mexico).

The 1977 reforms provided that:

a. parties might qualify to run candidates by regis-
V.-.-
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tering a minimum number of members in states or electoral

districts; alternatively, they might seek provisional registra-

tion, and if they received at least 1 1/2% of the vote in the

subsequent national election, their registration would be made

permanent (unless their vote in the future dropped below the

minimum 1 1/2%);

b. the Chamber of Deputies would set aside 100 of 400

seats to opposition parties, to be won in proportional represent-

ation contests in various regions (presently 5) throughout the

country;

c. opposition parties would receive free access to

media, the postal frank, as well as subsidies for party expenses.

While an initial purpose of the reforms was to generate

citizen participation through legitimate channels, a subsequent

purpose was to stimulate the growth of the Left so that it might

reestablish a degree of equilibrium in electoral politics given

the more impressive growth in influence of the PAN on the right.

It might be argued that the reforms succeeded in increasing

participation in elections, as was apparent in higher voter

turnouts a d 1982. But the Left never really achieved

coherence, either as a party or as a coalition of parties, and

the prospect of bipartisan competition with the PAN, so condemned

as an exotic and foreign notion by the PRI-government leadership,

*= has increased as a threat. The 1977 reforms did have the effect

of making elections more interesting on a national scale. They

also have had the effect of putting the PRI's electoral monopoly "

• .i-.:.2--)
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to the test, especially in the north of the country.

Lookina ahead

The most 'plausible assumptions upon which to base projec- L u

tions are that the PRI-government elites will act prudently to *

preserve their own status and that the important changes (if any)

will originate outside the party, most likely in the presidency's

efforts to devise a workable economic policy. The August 1984

party assembly reiterated the language that the PRI is the party

of the majorities and that the party has a historic obligation to

keep the nationalist revolutionary line in power. This sort of

language was reiterated in Senator Lugo's address to the party's

congressional candidates in March 1985, in which he rejected

bipartisan democracy as a foreign design and reviewed Mexico's

long history of disorder and instability prior to the rule of the

PRI *

If the preceding analysis is correct, important changes in

party behavior are unlikely for the rest of this sexenio.

Dramatic risk-taking might have been possible up to the August

1984 party assembly, but nothing of significance happened. '*.

Perhaps yet another chance was the composing of the deputy lists

in January-February 1985. But here again, the process was

essentially routine, with the sectors, cabinet secretaries,

governors, and interest groups negotiating through the party

president and the secretary of interior, with appeals ulti-

mately resolved by President De la Madrid. Now with the second

half of the sexenio comes the serious business of consolidating h

. . . . . . . . . . . . . .. . . . . . . . . . .
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power, implementing priority programs, and managing the difficult

succession.

This is 6not to suggest, however, that no interesting change

is underway. The composition of the CEN would indicate that the

younger political technocrats have succeeded in colonizing the

party and have established a functional coexistence with the more

experienced political party veterans. This notion of a transi-

tional mix is supported as well by the qualities of the 7 PRI

gubernatorial candidates in 1985, among whom we find 2 techno-

crats (Sonora and Nuevo Leon), a young party militant (Quere-

tero), a CTM stalwart (Campeche), a prize-winning mayor (Colima),

a veteran party militant (San Luis Potosi), and a seasoned

political bureaucrat (Guanajuato). An analysis of the 300

party deputy candidates would probably show a mixture of young

political technocrats and young party militants, along with

the more experienced sectorial representatives.

In a limited political sense, the. PRI-government faces

difficult challenges in the immediate future. In October of

1985, municipal elections will be held in the state of Veracruz,

arguably the most violence-wracked state in Mexico in recent

years. Among the 14 governorships up for election in 1986 figure

the problem states of Chihuahua, Durango, Veracruz, Oaxaca, and

Sinaloa. Among the 5 governorships up in 1987 are the impor-

tant and/or difficult states of Coahuila, Guerrero, and Mexico.

The last year of the sexenio presents easier sledding with only 4

states up, including such PRI strongholds as Morelos and Tabasco.

•..
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Bromidic as it might seem, the short-term test for the

relative recovery or decline of the PRI is the quality of its

nominees for 'these governorships. The selection of astute,

prudent governors can do much to repair and maintain the orthodox
P

PRI-government arrangements.

Also in a limited political sense, much of the short-term

future of the PRI will depend upon the maneuvering for the

succession, which will get underway in earnest after the Septem-

ber 1985 state-of-the-union address. To mix metaphors, there
will be complicated chess moves, with probable "castlings" as

individuals are switched about, and the only one who can see all

the cards is the president. Yet in all probability, Senator Lugo

Verduzco will enter the cabinet in time to join the finalists for

the "sprint." Such a move seems plausible given President

De la Madrid's interest in reviving the party, his concern over

the criticism of technocracy, and his apparent high regard for

Senator Lugo, whose performance as party .president has improved

markedly since 1982. If Senator Lugo joins the cabinet,

especially in a political post such as labor or interior, it is

likely that he will contest the succession and will call on his

PRI allies to assist him. Such a sequence of moves would enhance

the prestige and importance of the party.

Also important for the role of the party during 1985-90 and r

beyond is the question of macroeconomic policy, more precisely

whether President De la Madrid will continue his effort to

encourage an opening toward more foreign investment and export-

* . . . * .- - - - - -----
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oriented incentives. If such is the case, one would expect the

party's role to be one of legitimating efficiency and "realism."

IThe groups that might be strengthened would include the conwuer-

cial farmers and assorted business interests in the CNOP. The

state would maintain for itself a strong role in planning and

economic activity, so that the powerful government unions would

not be directly threatened. But such a policy presents a diffi-

cult political problem, because it touches on the sensitive area

of the role of foreign (especially U.S.) investment in the

*national economy. The timing of such openings usually means the

appearance of clear costs to specific groups (e.g., dislocation

* of employment) before the benefits to the consuming public (e.g.,

lower inflation, better quality and prices). opening also

implies-the weakening of the rural cooperative sector (thus

undercutting the CNC) as private investment flows more freely

into agriculture. The CTM., with its bases in smaller industries

and its nationalist and statist orientation, poses an even more

difficult challenge.

Executive Summuary

Mexico's official party, the PRI, serves along with the
ir bureaucracy as a subordinate instrument of a strong presidency.

Recent difficulties of the party reflect problems in the presi-
*dency and the overall system, and solutions are unlikely to

originate in the party. Causes for the PRI's decline are its
contradictory roles as a hegemonic party of the government and as
a contender in democratic electoral politics; also, the PRI was
created nearly 50 years ago and encounters problems in accommoda-
ting itself to a new social order that it has helped create. The
party leadership under President De la Madrid shows some integra-
tion of younger technical people with the older party politici-
ans. Much of the political dynamics within and around the PRI
are shaped by its centralized, sectorial organization, which has
acted to hamper internal reform. Reform of the electoral system
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has been subordinated to the preservation of the virtual PRI-
government monopoly of offices, but the 1977 reform has gone
further than previous efforts. Significant change in party
behavior is un1,ikely for the remainder of this six-year presi-
dency (1982-81t), and the near-term future of the party rests
on the quality of the 23 governors yet to be chosen and the
prospects of the party leader in the presidential succession.
The party's role during 1985-90 and beyond also depends on the,
pace and specifics of the government's economic liberalization
program.

Abbreviations

CNC - National Farmers Confederation
CNOP - National Confederation of Popular Organizations
CONACYT - National Council for Science & Technology
CONASUPO - National Popular Supply Company
CT - Labor Congress
CTM - Mexican Workers Confederation
Diconsa - CONASUPO's Distributing Company
ENA - National School of Administration (France)
FSTSE - Federation of Government Employees Unions
IEPES - Institute for Social, Political, & Economic Studies
IMSS - Mexican Social Security Institute
NYU - New York University
PAN - National Action Party
PRI - Party of the Institutionalized Revolution
SECOM - Secretariat of Commerce
SEPAFIN - Secretariat of National Properties & Industry
SG - Secretariat of Interior
SHCP - Secretariat of Finance
SNTE - National Teachers Union
STPRM - Mexican Petroleum Workers Union
SRA - Secretariat of Agrarian Reform
UIA - Iberoamerican University
UNAM - National Autonomous University of Mexico
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Change is afoot within the Mexican military establishment

and between it and the nation's civilian governing elites.

Sparked at least as early as 1968, the evolving civil-military

equation advanced during the 1970s. In the 1980s, the pace of

military presence quickened as Mexico faced new experiences and

challenges, many of them facilitating the political emergence of

men in uniform. By 1985, the military's punch in Mexico's polity

had assumed new dimensions. Furthermore, indications pointed to

more influence during the 1985-1990 lustrum. Conversely, equally

convincing indicators argued for the continued superiority of

Mexico's civilian authority. In the final analysis, the emerging

scenario may produce a change in the degree of military

influence, but it is not destined to significantly alter ongoing

civil dominance.

This paper describes and analyzes evolving change within the

Mexican military and its implications for civil-military

relations. It documents the recent historical record and

analyzes contemporary trends and events in Mexico. The

discussion then shifts to a catalog and analysis of several

contending models of Mexico's present civil-military equation,

concluding that the military is the subordinate and "guardian" of

the civilian-led system, although indications of a more equal,

collaborative relationship are emerging in a few decision-making

areas. Having defined the characteristics of the unfolding

relationship, the paper concludes by examining its significance

1r



for political stability and systemic legitimacy in Mexico, and

for Mexican-United States relations.

THE EVOLUTION OF POLITICAL INFLUENCE

Although future developments in Mexico portend a

resurrection of some military influence, the officer corps has

lost the monopoly of power that it exercised in the wake of the

Revolution of 1910. The taming of the Mexican military

is documented in the literature and wants no longish reiteration.

* Several points suffice to emphasize the military's declining

influence in the nation's political system after 1920. The last -.

serious threat of a military revolt was beaten back by the loyal

central army in 1929. Presidents Plutarco Elias Calles and

Lhzaro Chrdenas further reduced the military's political

punch during the 1920s and 1930s through a series of measures

combining carrots and sticks. After his election to the

presidency in 1940, General Manuel Avila Camacho eliminated the

military sector in the official party and disbanded the military

bloc in Mexico's legislature. As one study correctly has it, "by

1940, Mexico's once most powerful institution was transformed

into a not so potent interest group." The final symbol of the

military's decline evolved in 1946 with the election of Miguel

Alemhn, the nation's first civilian president in the post-

revolutionary period. Civilians have ruled since.

To be sure, a more balanced and comprehensive analysis of

the military's influence in the Mexican political system

obviously demands a number of reservations to that stark picture,

2
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*: but it captures the essential point. Choosing 1920 and 1970 as

points of comparison, the military's influence in Mexico suffered

a dramatic decline.

A review of recent events in Mexico suggests that the

nation's military is regaining some of its political clout. The

military's resurgence in the polity evolved from serious economic -i

* problems during the late 1960s leading to sharpened socio-

political tensions. It was catalyzed in 1968 and solidified by Ln

several initiatives during the 1970s--the most salient being the

military's role in antiguerrilla and antidrug campaigns.

The infamous events of 1968 mark the turning point. For-the

military, Tlatelolco signaled the first massive intervention in

the political system since the 1920s and evoked an agonizing

reappraisal of its role in internal security and its relationship

to civilian decision makers. At about the same time, the ,.-.

internal character of the military's leadership underwent a

significant change. When General Hermenegildo Cuenca Diaz "-

assumed the post of Secretary of Defense in 1970, he became the

first military man to hold that office who had not joined the

army during the violent phase of the Mexican revolution (1910-

20). He had a different past than the generation of

revolutionary soldiers, including a more formal military

education. In relating to the politicos, General Cuenca Dlaz

assumed a more positive bent, eschewing the marked political

subservience that had characterized his immediate predecessors.

3
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As the 1970s advanced, several other initiatives

consolidated the influence catalyzed by the events of 1968 and

the changing of the guard at the Secretary of Defense. In thi

1971 Halcones sequel to Tlatelolco, the government's corniver.ce

was exposed and a serious challenge to presidential leadership

emerged. One scholar reports that President Echeverria was saveu

only "when he received the unanimous batking of an emergency

meeting of senior army commanders. This turned the tide in his

*'. favor," he continues, "in the sort of confrontation that ha.

occurred in the 1920s and the 1930s, but had not been seen n"-

Mexico in over 30 years."

In a rather different context, the Mexican military during

the 1970s also gained prestige and received valuable training in

antiguerrilla and antidrug campaigns. By mid-decade, the

military defeated the insurgents, and achieved an increment to

its growing prestige. At about the same time, the Mexican

military assumed primary responsibility for the suppression of

drug production and trafficking. Though not quite so successful

as the antiguerrilla. campaign, the wilitary acquitted itself well

in the antidrug war and further solidified its growing stature.'

Several less important incentives contributed to growing

military influence during the 1970s. The military took on a

"" larger role in the collection of political intelligence and the

* conduct of investigations. The military also pushed for and

administered firearms control legislation, beginning in 1971. In

o-1
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the mid-1970s, finally, the army gained authority over the

*. nation's most important customs posts.

The civilian elites have been increasingly sensitive to the

• :,military and ever-ready to nurture its good will. Pay raises

have become more frequent and generous, a new military academy

constructed, additional honorific medals created, growing

presidential praise issued, a national housing fund set up, a new

Organic Law of the Army passed, and other rewards and benefits

distributed across the board.

In the late 1970s, the civilian elite's increasing

indulgence combined with other factors to spark a comprehensive

program to modernize the Mexican military. Mexico's short-lived

oil wealth implied the means and the end for the initiative. The 7

national and international context cried out for additional '

martial capability. Mexico's post-war development put in place

valuable new infrastructure that n(uded defending, and the

Central American caldron heated to a boil. Mexico's military

policymakers justified the modernization program as a response to

the northward spread of political subversion. Sociopolitical

instability in the southern state of Chiapas invited the

military's attention and added another element to the apparent

necessity to update and expand the nation's armed forces. As the

1980s advanced, finally, drug production and trafficking .*.

burgeoned once again and still another challenge invited military L._

action.

5

73
. . . . .. . . . ".. . ..... .. " .,..*a.,."..'..,.---,.,-... .--..... -... ,'.'..-.



The several influences converged to produce new demands upon

the military and to facilitate new departures to increase the

military's political influence and to alter the civil-military

equation. Mexico's former defense minister explained that

Mexico's industrial growth created new "necessities for

protection and vigilance," making particular reference to the

"vital installations" of Petrbleos Mexicanos and the Companla

Federal de Electricidad. "We have to give them security," he -

noted; "for that reason we need more equipment, more means, and

more soldiers."

Military considerations also obtain in Mexico's Central

American policy; they converge in the nation's southern state of

Chiapas. The troubled scenario in Chiapas suggests a receptive

host for the contagion of the revolutionary epidemic advancing

from Central America. In the context of this analysis, it also
S.".

conjures a locus ripe for military influence in policymaking and

implementation. The area has always been unsettled and old

problems combined with new ones to exacerbate the situation. As

the oil boom matured in the area during the 1970s, hundreds of

thousands flooded the area in search of jobs. Migrants from

Central America are adding their destabilizing and potentially

subversive influences. The Guatemalans, particularly, imply

troubled interstate relations with Guat-aiala. One report has 68

armed incursions from Guatemala into Mexico through early 1985.

The Mexican military assumed a major presence in the area. -,.

Military garrisons have been beefed up with additional troops. A

6
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new military zone has been created in the state. Chiapas now has

two; only two other states contain more than one military zone.

General Absalon Castellanos Dominguez assumed the governor's

mantel in the state in the elections of 1982. By late 1983, ..

three army generals controlled the state--the governor and the *,,-..

two zone commanders.

The upsurge of drug production and trafficking during 1984-

85 completed the scenario designed to facilitate growing military

influence in the polity. As the Mexican connection burgeoned,

the military responded by upgrading its campaign to stop

production and squelch trafficking. An early 1985 press account

reported 25,000 Mexican military men engaged in the struggle with

additional strength to come.

In that context, the modernization program connoted several

initiatives contributing to evolving military potency in the

Mexican polity. Most obviously, the military's modernization

upgraded its capacity to capture political power should it choose

to administer a golpe, but that is highly unlikely. More to the

point of this analysis, the modernization program implied a sense

of confidence and mission. It also hatched new departures in

military education brimming with potential for the military's

participation in the polity. Finally, the modernization program

produced the rudiments of a national security doctrine with

implications for a larger military role in the process of Mexican

development.

7
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The point of departure is to understand that the Mexican

- military is assuming a more vigorous posture than it has for more

-. than a generation. In the now-famous interview granted to

Proceso in late 1980, General Felix Galvhn Lbpez, the former

secretary of defense, waxed enthusiastic about the military's

>- modernization. General Galvhn brushed aside apprehension in

*[ praising the initiative on the grounds that it "will guarantee

the sovereignty and integrity of our territory and all of the

interior missions which we [the military] have to complete."

* Warming to the task at hand, he pressed further in defending the

*military's modernization by proclaiming that it will make Mexico

more "respected." "The strong are more respected than the weak,"

he concluded. That same cockiness also contributed to the

military's floating the idea of one of the own as a presidential

candidate at about the same time. The Mexican military is struck

with rising expectations and growing ambition.

Initiatives in military education provide a backdrop to

those ambitions. Major facilities renovations are in process at

the Escuela Superior de Guerra, the military's second-level

educational institution. Beyond the updating of brick and

mortar, the curriculum has been improved. A new emphasis has

evolved to prepare the students against external threats to

national security, and war-gaming exercises have been introduced.

. Even more significantly, the armed forces founded in 1981 the

Colegio de Defensa Nacional, a new departure in higher military

* education analogous to the famous Centro de Altos Estudios

8
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Militares in Peru and Escuela Superior do Guerra in Brazil. The

colegio's first class of about twenty army and air force officers

was graduated in 1982. In the context of civil-military

relations, better prepared military officers contribute to

increased military potency.

New trends in national security doctrine in Mexico signal a

third concomitant of the military's modernization implying

growing military competence in national policymaking. The

military is beginning to rethink its role within the Mexican

political system, hinting at increased competence for the

nation's military establishment. General Galvhn defined

"national security" as "the maintenance of social, economic, and

political equilibrium, guaranteed by the armed forces of a

nation." The emphasis is on "equilibrium," "tranquility," and

"internal order," but Galvhn connected those concepts to socio-

economic development, with the clear implication that the

military is involved in that mission. The point should not be

pushed too far, but experience demonstrates that initiatives in

the definition of the military's internal mission connote changes

in civil-military relations in the overall political system. As

military organizations become involved in socioeconomic devel-

opment, they also increase their policymaking competence. In

some instances, of course, the military assumed the direction of

the policy process by taking over the reins of government.

Brazil and Peru are cases in point derived from recent history in

Latin America. -
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In sum, recent historical and contemporary trends on the

Mexican scene contributed to the evolution of the military's

competence in the civil-military equation. In the train of the

agonizing reappraisal following the events of 1968, the armed

forces inched toward a more consequential role in the Mexican

polity. The process took on additional speed in the late 1970s

when several trends produced a nexus ripe with potential for

altering patterns of civil-military relations. In the context of

the petroleum boom and the Central American caldron, the nation's

civilian elites directed growing resources to the military's

modernization. The modernization program brought additional

military hardware, but more significantly it also implied a

revamped educational system designed to produce more sophis-

ticated officers and a newly framed national security doctrine

calculated to define a wider sphere of influence for Mexico's men

- in uniform. The rebirth of the Mexican drug connection and the

"* economic crisis of 1982 added their weight to sharpen the -

scenario leading to worried speculation anent a golpe.*'

That speculation reflected irrational panic, but the larger

question continued to be germane. The Mexican military's

influence has increased. The weight of that influence and its

significance for the present lustrum (and beyond) needs to be

systematically analyzed.

THE CIVIL-MILITARY RELATIONSHIP DEFINED AND EXTRAPOLATED

The spectrum of civil-military relations in twentieth-

century Mexico has ranged from total military supremacy from

-~ 10
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'-.* , 1910 to 1920, to almost complete military submission to civilian *"-.

authority from the fifties through the late sixties. From the

late 1960s, the tide turned toward more military influence, and

that trend will continue for the foreseeable future. Given

ongoing transition, the exact relationship is difficult to

specify at any one moment, but definitional categories assist in

understanding the nuances of the relationship.

One end of the definitional continuum sees a nearly

apolitical Mexican military as one of many interest groups

petitioning civilian decision makers for favorable treatment.

The other extreme conjures the nation's armed forces' seizing all

political power and establishing a military dictatorship. The

middle of the definitional spectrum posits several other points

characterizing the armed forces as the "guardian" of a political

system ruled by civilian superiors; or as a "collaborator" of the

civilian elites; or as a "moderator" of the system charged with

setting out parameters for civilian and/or military governance.

The idea o a military coup must be rejected forthwith.

Despite the rumor mongers of Mexico City, nothing suggests that

Mexico's military elites have offered any serious consideration

to administering a military coup for more than forty years.

Equally importanlty, the evolving political punch of Mexico's

military over the last 20 years or so does not suggest a golpe in

the foreseeable future, barring extreme and almost unimaginable

circumstances.

The interest group model of civil-military relations on the
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other end of the definitional continuum is also ill conceived. o

* Even during the perigee of the cycle of the Mexican military's

political influence, the armed forces carried out "residual"

political roles. Those political activities implied more than .:'

traditionally defined interest group functions like lobbying for 'U
corporate integrity, or better arms, or higher pay. After 1968,

furthermore, the military's presence in politics continued to

increase and the interest group paradig!! became manifestly

unsuitable for understanding civil-military relations. By that

time and continuing to the present, the "guardian" role more

accurately described the relationship.

As guardian of the Mexican political system and the nation's

civilian elites, the military maintains political order. On a

day-to-day basis, the Mexican armed forces guard against

destabilizing threats hatched by rebellious peasants,

recalcitrant sindicatos, upstart students, liberalizing middle

* class reformers, and/or the narcotics mafia. While the

military's presence in the South hints at novel extrapolations

*- encompassing external defense, for example, it is basically

centered on responding to domestic subversion; not to fighting

off invading Guatemalan forces. The same focus explains other -

initiatives in the military's modernization program. The

extension and deepening of the military's civic action program

and the expansion of its partida patrolling contribute to more

effective guardianship. Better intelligence gathering centers

almost entirely upon domestic threats, with only tangential

12
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forays into foreign intelligence. In the last several years, the L

" most publicized military interventions put to rout a leftist

challenge to traditional PRIista control of Juchithn in the South

and a rightist threat to the same political establishment in

Piedras Negras in the North. Less dramatically, but equally

" cogently, the military's repeated, public support of President

LUpez Portillo's 1982 bank nationalization affirmed a policy

that many military men may have privately opposed. In a somewhat

different way, the Mexican military's efforts in combating the

drug lords protect the ongoing system from a mafia threat that

may be every bit as serious as conventional political challenges

from ideologically inclined parties or movements.

All of these indicators put the lie to the doomsayers and

uptight politicos predicting a military golpe. In 1985, the

Mexican armed forces are integrated into the fabric of Mexican

stability. They continue to serve rather than threaten the

system; they are best categorized as assisting the civilian

elites in guarding against significant change.

But that description of civil-military relations in Mexico

needs an important addition to completely capture the present

equation and its movement through the 1985-1990 lustrum. The

present situation features the military as guardian of the

* civilian elites, but new departures in collaboration are in

train. The collaborative relationship is marked by relative

. equality between civil and military elites in broadly conceived

policymaking in some realms, although the partnership does not

13
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apply across the board. The civilian elites continue to

dominate; the military's collaboration is limited to a few areas.P

The military's attitudinal change bears witness to the

trend; men in uniform are less subservient than in times past.

q They are better equipped and rather more educated in the ways of

war and the ways of the world. They are a bit more autonomous.

* As the 1968 debacle waxed clearer and the "Mexican Miracle"

* floundered, the sheen of civilian infa~llibility corroded,

emboldening a questioning attitude. rn the process the Secretary

*of Defense gained new prominence in the cabinet. General Galv~i,

for example, was one of the few who had prior knowledge of the

1982 nationalization of the nation's banking system.

The emerging collaborative relationship is best exemplified

* by internal security policy, by some elements of foreign policy,

and by the antidrug campaign. The Mexican armed forces always

contributed significantly to internal security strategy, but the

* contemporary threat in the South evoked a magnified role for the

military as men in uniform participated in both the formulationL

* and the implementation and administration of the southern

*strategy. A similar trend is afoot in the foreign policy area.

Foreign policy always counts a strong dose of military influence,

* particularly as it is tied to national security policy. As

* military components figure in the foreign policy m&trix, so does

the influence of the military grow. Mexico's move to a more

* ambitious foreign policy automatically signals increased

* influence for the military establishment.

14
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The Central American nexus obviously crystallizes the point.

Commentaries on the contemporary scene attest to military

influence. Two Mexican scholars note that "a growing role of the

army has been observed recently at the ideological level as well

as the operational level." Others warn of the nefarious

implications of "the increasingly important role" of the military

. " and of the fear that the continuation of the Central American

. caldron will "shift decision-making power from civilian to

military elites."

On the domestic scene, the scenario is less certain, but two

areas suggest some degree of military collaboration. The Mexican

military is certainly an equal partner in the antidrug campaign

and may well be exercising more punch than the civilian

authorities. In addition to their contribution to policy

formation, they are on the ground as the antidrug campaign

continues. Mexico's armed forces may also be consequential in - "

President de la Madrid's "moral renovation" program, but the

point is wrought by informed speculation more than sound evidence

or hard data.

While those policymaking foci are few in number, it is

important to emphasize that they are amongst the nation's top

priorities. Military influence in policymaking in those areas,

ergo, implies a fairly meaningful military presence in

contemporary Mexico. It lends credence to positing an element of

collaborative partnership in Mexico's present-day civil-military

relations.
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With that significant conclusion noted, two others need

discussion to round out the analysis. In the first instance,

evolving trends may well foretell even more military influence in

the future, producing a new relationship characterized by

Mexico's armed forces assuming the role of tuoderator" in the

nation's political system. Second, it is.imperative to reiterate

that neither present trends nor future extrapolations can be

construed to challenge the essential fact of continued civilian

supremacy for the present lustrum.

A hint or so of the moderator posture pockmarked the recent

history of civilian-military relations. In the 1968 crisis, the

military moved to neutralize serious opposition to the system,

perhaps on its own initiative without the express dictate or

consent of the titular civilian leadership. Military

intervention in the Halcones crisis of 1971 also offers an

" inference of the military's arbitrating the system as does the

transition from President Echeverria to LUpez Portillo in

1976. It may be true that the armed forces supported

Echeverria's confiscation of land in Sonora, but in the same

process denied possible ambitious of continuismo by mediating the

passing of the presidential sash from Echeverria to his

successor. A shadow of that same mediating (moderating?) role

also appears to have informed Lbpez Portillo's bank

nationalization in September, 1982 and President de la Madrid's

assumption of power in December, 1982. Those several episodes

"' may be depicted as adumbrating the Mexican military as moderator

16
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in the future, but certainly not in the present lustrum, and

probably not in the present century.

Neither the present nor the next five years conjure the

conditions related to a boundary change beyond the present

guardian-cum-collaborator role for the Mexican military.

Conditions endogenous to the military are certainly evolving,

but not approaching the threshold of significant change. The

domestic social, economic, and political universe implies

* influences upon the military, but much of the worst is past. The

international context threatens less in 1985 than earlier.

The internal characteristics reigning in the Mexican . .,

military in 1985 promise continued stability through 1990.

Whatever the ultimate meaning of military professionalization

anywhere, the Mexican variant is embyronic, without definitive

form or meaning for the next five years. Mexico's military men

have assumed a new, positive, attitude, but it is by no means

threatening; indeed, it is a bit less assertive than in the

previous sexenio. In the same context, Rod Camp posits useful

evidence denying substantial politicization of the officer corps,

thereby obviating another endogenous catalyst for military

intervention. Ongoing hierarchical control and the Mexican

military's strict discipline also buttresses civilian supremacy.

From the rank of lieutenant colonel, the promotion system is

monitored by both civilian and military elites. Throughout, firm

discipline works to discourage dissident behavior.

Furthermore, both cooptation and satisfaction within the

17
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ranks counters incipient potential for marked change. The

Mexican military is well treated. The modernization program

combines with opportunities for upward social mobility to suggest

an armed forces content with its lot. Without necessarily

agreeing with Alvaro Obregbn's cynical remark that "I know of no

general who can withstand a broadside of 50,000 pesos," the

Mexican political system's genius for effective cooptation works

to discourage ambitions to challenge the essentials of the

present guardian-cum-collaborator relationship.

Similar conclusions obtain in an analysis of potential

political forces for change exogenous to the military

establishment. The spectre of the middle class coup has no

validity in Mexico for the foreseeable future. Some have

speculated anent a possible alliance between the conservative

Partido de Accitn Nacional (PAN) and the conservative military,

but hard data show precious little contact between the two

forces. On the other side of the political spectrum, the

military has no love for the Mexican left. Even more

importantly, the Mexican left is fragmented and disorganized; it

offers no threat to the contemporary system and cannot be

depicted as triggering a military move to save the republic a la -

Brazil in 1964, or Chile or Uruguay in 1973. Elite solidarity

between civilian and military sectors, in short, is alive and . __

well and not about to be disrupted by the opposition's eliciting

military intervention.

Nor does the socioeconomic scene conjure conditions

18



conducive to radical change in the present system. The nation

has pulled back from the brink of economic disaster. Mexico's

leaders correctly fret about the misery of the Mexican people,

but the social fabric has not split asunder, as some predicted

during the depth of the economic debacle in 1982. Indeed, in

1985, the situation is much better (though still profoundly

troubling by absolute standards). In a larger sense, moreover,

societal values contribute to the present civil-military

relationship. Survey data show that all groups in Mexican

society support the traditional role of the Mexican military as a

nonpolitical force.

Beyond the borders, finally, the context offers little

encouragement to a putative redefinition of present civil-

military relations. The Latin American region is enjoying a

period of "redemocratization" as military men almost everywhere

return to their barracks. Civilian supremacy is the order of the

day throughout the continent. Closer to home, the Central

American caldron is a trifle less threatening. On Mexico's

southern border, Guatemala reflects encouraging signs of

returning to civilian rule. A modus vivendi is evolving between

the two nations. To the north, United States' policy is calcu-

lated to resolve the economic crisis in Mexico. In the process,

U.S. policy contributes to the reduction of sociopolitical

tension, thereby obviating a context conducive to growing

military dominion. United States policymakers have thus far done

nothing to encourage the military's authority.

19 6
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In sum, the present civil-military relationship in Mexico

features the military as guardian of the civilian elites and the

ongoing system, with some role as a policymaking collaborator in

limited areas. Movement is afoot, but not destined to produce a

boundary change within the present lustrum. The implications for

Mexican politics are fairly obvious. Implications for U.S.-

Mexican relations should be equally clear.

CONCLUSION: THE SIGNIFICANCE FOR MEXICO AND FOR
MEXICAN-UNITED STATES RELATIONS

More military men are walking the corridors of power in

*" Mexico and their voices have assumed added resonance, but their

expanded role is being accommodated within the existing norms of

Mexico's political stability. The military's influence has not

threatened the legitimacy of the system. Even if the present

pace of change continues, it will not significantly alter the

system during the next five years so long as exogenous influences

do not impose intolerable strains upon Mexico. During the

present lustrum, United States policymakers will enjoy sufficient

time to adjust to the evolving realities of the Mexican

" situation. They should be sensitive to the value of the

37 continuing dominance of Mexico's civilian elites and fashion

policies and programs to maintain the essentials of the system,

while encouraging moves to strengthen the fiber of incipient

trends in Mexico to balance emerging military influence and

contribute to ongoing stability.

The military's role in the maintenance of Mexico's political

stability counts several nuances. On the one hand, the armed

20
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forces can be counted upon to guard the system against forces

committed to systemic change. The meaning of Juchithn and

* Piedras Negras is crystal clear. In a rather different way, the

Mexican military's roles in Chiapas and in the antidrug campaign

teach the same lesson. Mexico's military elites continue to

support the system and stand ready to suppress significant

challenges to it.

Mexico's military guardians show no signs of coveting

overall political leadership. Indeed, changes in the military's

political influence have reflected and responded to broadly *

conceived evolution in the system. The armed forces have not

sought out more dominion, but only accepted it as the civilian

elites have been compelled to seek assistance. The Mexican

military has been fully cognizant of its own inferiority compared

with its civilian counterparts. While reforms in Mexico's

%~ N.,-

military education may well imply more equality in years to come,

the educational upgrading of men in uniform is yet embryonic.

16 The military elites are sensitive to their inferiority. Unlike

their Brazilian and Peruvian counterparts, the Mexican armed

forces are quite incapable of managing the nation's sophisticated

economic and political system.

From still a third and rather paradoxical perspective, the

Mexican military may also contribute to stability by encouraging

the civilian elites to come to terms with some degree of

measured, political change. While obviously prepared to defend

'the system, the Mexican military may not be ready to experience

21
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another Tlataloco in the name of preserving present political

arrangements. Mexico's civilian elites sense that the military

cannot be pushed into the horror of slaughtering large numbers of
its countrymen. To avoid that ultimate showdown with the

nation's armed forces, Mexico's civilian decision makers are well

advised to put their political house Iu order. The 1977 reform

and subsequent moves to modernize the PRI respond to that L'

scenario, although much more must be done if the civilian elites

want to insure against a profoundly serious confrontation that

may jeopardize the present civil-military relationship.

The legitimacy of Mexico's political system is, of course,

also intertwined with the question of the military's meaning for

stability. In addition to the military's sensitivity to its own

shortcomings, the nation's guardians must also be cognizant of

the norms that define legitimate activity within the system. A

move to dramatically alter the present civil-military equation

would certainly jeopardize deeply ingrained values and might well

bring on the horror of domestic upheaval to counter a military

golpe. Just as they shirk from muppressing their countrymen in

support of the present system, Mexico's men in uniform must also

turn from the specter of widespread violence to defend their own

putative ambitions.

None of this analysis, to be sure, denies the probability of

ongoing evolution in the military's political punch. More

specifically, Mexico's men in uniform promise to assume more

weight in the selection of the nation's next president in 1987.

22
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A military man will not be selected, but the military's expanded

political role should be reflected in the Secretary of Defense

having measurable input as President de la Madrid selects his b
successor. The President will not choose a candidate

unacceptable to Mexico's armed forces.

The evolution of civil-military relations in Mexico should

not affect Mexican-United States relations for the present, but

U.S. policymakers need to be sensitive to the longer range

implications of evolving military influence. Looking to the

antidrug campaign and to Mexico's more active foreign policy in

the Caribbean Basin, military influence may count some advantages

for the United States, but increasing military clout is a double-

edged sword. On balance, it connotes more negative than positive -.

features. U.S. policy should discourage a change in civil-

military relations in Mexico. The near future to 1990 offers

sufficient breathing spacp to fashion and implement policies.

j Major Stephen J. Wager skillfully argues one perspective in

praising Mexico's emerging activism in the Caribbean Basin and

noting the military's contribution to Mexican diplomacy. He

quite correctly depicts a mutuality of interests between Mexico

and the United States in that both seek reduced violence and

increased political stability in the volatile region. He

concludes that "a modern military establishment in Mexico may

contribute substantially to the achievement of a much coveted

U.S. goal in Central America, namely, peace and stability."

Wager does not focus upon the military's marked contribution to
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the antidrug campaign in Mexico, but that activity also tunes . ,

with United States' interests. L'J

While Wager's argument contains merit and any help in

erasing the scourge of drugs is to be welcomed, the concomitant

rise of Mexican military power is fraught with deleterious conse-

w quences. Despite the rhetoric of Mexican domestic politics, the

time has long since passed when the United States could dictate

" Mexican policy, but several strategies can be pursued. In the

first instance, economic prosperity maintains Mexican civilian

supremacy and the nation's stability. The U.S. has been forth-

coming in facilitating Mexico's economic recovery and it should

continue to do so. Amongst the many positive connotations of

that policy is the creation of a milieu that will eounter the

.'. emergence of exaggerated military influence in the polity. A

second element of a propitious context for Mexico's civilian

* elites centers more specifically on the polity. The incipient

flexibility of the system anticipated in the 1977 reform needs to

be nurtured. Mexico's civilian leaders must avoid frequent and

indiscriminate calls upon the military to maintain their

position. Increasing flexibility in the system will reduce the

probability of that precarious practice. The PRI need not win

-" every election and control every municipio and state to maintain

" its position.

The final element of a U.S. strategy to discourage a

boundary change in Mexico's civil-military relations should focus

"* upon bilateral military relations. On the whole, the Mexican
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military has been fastidious in maintaining relative independence

from the U.S., but the military dimension exists in Mexican-U.S.

. relations, and it is becoming a trifle more important. Weapons

sales and military training have increased. Without exaggerating

the import of bilateral military interaction, it does offer an

- avenue for encouraging the Mexican armed forces to embrace

• policies and programs to strengthen Mexico's stability through

i appropriate measures.

The present 1985-1990 lustrum presents an opportunity for

* U.S. policymakers to encourage prosperity and maintain civilian

supremacy in the Mexican system. The next five years offer

sufficient time to make known to all forces in Mexico U.S.

opposition to military governance before the U.S. is faced with a

fait accompli brimming with nefarious consequences for both

Mexico and Mexican-United States relations.

EXECUTIVE SUMMARY

Change is afoot within the Mexican military establishment L
and between it and the nation's civilian governing elites.

Sparked as early as 1968, the evolving civil-military equation

advanced during the 1970s. In the 1980s the pace of military

presence quickened as Mexico faced new experiences and

challenges, many of them facilitating the political emergence of

I men in uniform. By 1985, the military's punch in Mexico's polity

*had assumed new dimensions. Indications pointed to more

influence during the 1985-1990 lustrum. Conversely, equally
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convincing indicators argued for the continued superiority of

Mexico's civilian authority. In the final analysis, the emerging '.

scenario may produce a change in the degree of military

influence, but it is not destined to significantly alter ongoing

civilian dominance.

A review of recent events in Mexico suggests that the

military is increasing its political clout. The infamous

showdown at Tlatelolco signaled the first massive intervention in

the political system since the 1920s. At about the same time,

the internal character of the military underwent significant

change. As the 1970s advanced, several other initiatives

consolidated the military's growing authority. During the crisis

surrounding the 1971 Halcones scandal, speculation has it that

the armed forces stepped in to save the President from internal

challenges. The military during the 1970s also gained prestige

and received valuable training in antiguerrilla and antidrug

campaigns. The armed forces additionally took a larger role in

political intelligence and firearms control. During that period, r2..
the civilian elites became increasingly sensitive to the military

and ever ready to nurture its good will..

In the late 1970s the civilian elite's indulgence combined

with other factors to spark a program to modernize the Mexican

military. Mexico's short-lived oil wealth supplied the means.

The national and international context cried out for additional L..

martial capability. Mexico's development implied new

infrastructure that needed defending, and the Central American
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caldron heated to a boil. Sociopolitical instability in Chiapas

evoked the military's attention, as did the resumption of drug

production and trafficking in Mexico.

All of that has produced a new civil-military relationship

in Mexico. Given ongoing transition, the exact relationship is

difficult to specify at any moment, but definitional categories

help. One end of the definitional continuum sees a nearly .

apolitical Mexican military operating as an interest group. The

other extreme conjures the armed forces' seizing power and .

establishing a dictatorship. The middle of the definitional

* spectrum posits several other points characterizing the armed

- forces as "guardian," or as "collaborator," or as "moderator" of

the political system. 1-

The idea of a military golpe must be rejected forthwith. "

The interest group model of civil-military relations is equally

ill-conceived. Even during the perigee of the cycle of the

Mexican military's political influence the nation's armed forces

carried out "residual" political roles. In its role as guardian

of the system and of the nation's civilian elites, the military

maintains political order. On a day-to-day basis, the Mexican

armed forces guard against destabilizing threats hatched by

rebellious peasants, recalcitrant sindicatos, upstart students,

liberalizing middle class reformers, and/or the narcotics mafia.

The present situation favors the military as guardian of the

civilian elites, but new departures in collaboration are in

train. The collaborative relationship is marked by relative
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equality between the civil and military elites in broadly

conceived policymaking in some realms, although the partnership

does not apply across the board. The emerging collaborative

relationship is -best exemplified by internal security policy, by

some elements of foreign policy, and by the antidrug campaign.

The Central American nexus crystallizes the military as

collaborator in foreign policy.

That conclusion is important, but others need discussion to

round out the analysis. in the first instance, evolving trends

* may well foretell even more military influence in the future,

producing a new relationship characterized by Mexico's armed

- forces assuming the role of moderator of the nation's political

* system. Second, it is imperative to reiterate that neither

* present trends nor future extrapolations can be construed to

* challenge the essential fact of continued civilian supremacy for

the present lustrum. -

Neither the present nor the next five years conjure the

- conditions related to a boundary change beyond the present

guardian-cum-collaborator role of the Mexican military.

* Conditions endogenous to the military are not approaching the

threshold of significant change. The domestic scene implies some

* pressure upon the armed forces, but much of the worst is past.

* The international context is less threatening than earlier.

The internal characteristics reigning in the Mexican

military in 1985 promise continued stability through 1990.

Whatever the ultimate meaning of military professionalism
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anywhere, the Mexican variant is embryonic, without definitive

form or meaning for the next five years. In the same vein, the

newly positive attitude of the armed forces is less assertive

than in previous sexenio. Good evidence denies politicization of

the officer corps. Ongoing hierarchical control and strict

discipline buttress civilian supremacy. Cooptation and

satisfaction within the ranks discourages dissident behavior and

counters incipient potential for marked change.

Similar conclusions obtain in an analysis of potential r

political forces for change exogenous to the military .

establishment. The spectre of the middle class coup has no

validity in Mexico for the foreseeable future. The conservative

Partido de Accion Nacional (PAN) and the military elites have

precious little contact. The Mexican left is fragmented and

disorganized; it offers no threat to the contemporary system and

"" cannot be depicted as a trigger for a move to save the republic

a la Brazil in 1964 or Chile in 1973.

Nor does the socioeconomic scene present conditions

conducive to radical change in the present system. The nation's

economy has pulled back from the brink of economic disaster.

Mexico's leaders correctly fret about the misery of the Mexican

people, but the social fabric has not split asunder, as some

predicted. Indeed, in 1985, the situation is better (though

still profoundly troubling by absolute standards). Beyond the

border, the context offers little encouragement to a putative

redefinition of military relations. Latin America is in a period
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of "redemocratization;" the Central American caldron is a bit 0

less volatile; U.S. policy encourages economic recovery in

Mexico.

In sum, the contemporary civil-military relationship in

Mexico features the military as guardian of the civilian elites

and the ongoing system, with some role as policymaking

collaborator in limited areas. Movement is afoot, but not

destined to produce a boundary change within the 1985-90 lustrum.

For the present, the U.S. enjoys sufficient time to fashion

* policies to reduce the ultimate threat of military governance.
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Introduction

Since the mid-1970s the formula for Mexican politics has taken

on some new ingredients. Among the most important of these has been

the expansion of opposition political parties. This essay analyzes

significant background characteristics found among Mexico's legal

opposition leadership, examines national electoral trends among

"* opposition parties since 1982, suggests differences between mass .

- support for and leadership of opposition groups, and offers some

speculations about the strengths of the opposition in relation to PRI

over the next five years. Specifically, this analysis suggests

important trends taking place within the Right (PAN and PDM), the

Left (PPS, PST, PCM, PSUM, PRT) and the establishment (PRI) leaders.

Moreover, I will suggest the significance of these changing trends in

". the larger context of the structural changes taking place in the

" electoral process and the political system as a whole. Finally, I

will speculate about the possible impact differing leadership

characteristics and voting trends may have on Mexico's future

"* political stability.

Mexican opposition takes on added importance because of the

* changing nature of the political system since 1977. Since 1968,

Mexico's political system has undergone a severe crises of

• legitimacy. As economic problems have become increasingly serious.

*. political pressures have become difficult to contain. During the last

two decades Mexico's leadership tinkered with the electoral process

.. as a way of encouraging political opposition and legitimizing their

own rule. Their adjustments to the electoral process came about

because some establishment leaders believe the time has arrived for a
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mare pluralistic system and others cynically used the reforms to

perpetuate their own vested interests. Regardless of the reasons for

the electoral reforms, they have altered the rules of the political

game.

The establishment has opened up electoral competition in order to

channel opposition into the least offensive and uninfluential policy

arenas. At present, opposition representatives at the national level

have only achieved positions in the lower house of the legislative

branch, the Chamber of Deputies. In the Mexican polity, the

legislative branch exerts very little influence since **

constitutionally, and in practice, the country is dominated by a

* centralized, presidential system. Thus, access of political

opposition to significant decision making posts at the federal level

is non-existant. Nevertheless, organized political opposition plays

an important role.

Mexican opposition parties need to be examined and understood for

several reasons. In the first place, the government introduced

* electoral reforms in 1977 which automatically expanded opposition

* representation in the Chamber of Deputies. Beginning with the 1979-82

* legislature, the Chamber of Deputies contained 400 seats. Three

- hUndred of these seats are based on districts, similar to the United

* States system, while one hundred are confined to minority parties

only, distributed on the basis of a complex proportional vioting

svstem. Therefore, 25 percent of the seats are automatically given to '

opposition parties, plus whatever other seats they can win in the 30:

majority districts.

Establishment leaders expanded opposition representation to

lecitimate their own political control, but they have legitimated an
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opposition role too. Opposition parties controlled only 26%. and 25%.

of the seats in the last two legislatures respectively, so their j6

influence within the Chamber of Deputies is limited. But, by

expanding and legitimating their role, the government provided them

with an official forum from which they can express their opinions.

A second reason why opposition parties take on added significance

since 1977 is that the government increased the heterogeneity of

groups having a legitimate political voice. In particular, the Left

has been given a more significant opportunity to express itself. It

is ironic that the government has taken the initiative to legitimate

dissent in Mexico when a tendency exists among some working class *

populations to not allow government critics to seek public office. A

select ive study of industrial employees from the North and West

demonstrated that 5'-"% disapproved of such critics seeking public

office, in contrast to only 26%. who approved.

The diversity of political party opposition comes at a time when

other interest groups are exerting increased and unpredictable

influence. For example, business interest groups are recognizing the

need to become politicized, and are using public and political

channels to ex:press their views. Thus. the diversity and

sociferousness of public criticism confronts a political system

already facing pressures from other sources.

A third reason why opposition parties must be examined is that

the role of the Chamber of Deputies itself has undergone subtle but

significant alterations. President de la Madrid has encouraged a

precedent begun by his predecessor of requiring cabinet offtcers to

defend their programs before this legislative body. These sessions

-ire gi,.ien constant coveraqe in the press. Because opposition carty



deputies participate in the questioning, their views receive far more

attention than in the past in the national media. Moreover, the *.

*Chamber of Deputies' real role is one of contact and mediation with

p the masses. With political technocrats, who have few mass brokerage

skills, dominating establishment leadership, deputies who have

grass-roots contacts and experiences, whether they are from the

opposition or the official party, will be in greater demand.

Each of the changes described above legitimizes,

institutionalizes, and expands the role of opposition parties.

Surveys demonstrate that many Mexicans from all occupational

backgrounds identify with the ideological positions of these parties.

* Even among appointive public officials, only 77%. sympathized with the -

PRI. Within the general population, 55%. say they identify with the

PRI, 26% expressed no feelings towards any political party, and 19% -

sympathize with opposition parties. Once political organizations have

legitimacy, and their role becomes regularized, it is difficult to

wipe out the systemic alterations responsible for the changes.

Furthermore, because one-fifth of the population has come to identify

with these parties, and another fifth to provide a pool for potential

sympathizers in the immediate future, the government would find it

politically difficult. if not impossible. to retract the role

organized opposition presently plays.

* Representativeness of the Opposition

Two of the most important political trends occurring in Me.,:ico

*since the 1910 Revolution is the increasing centralization of power

Lr the capital city and the rapidity of urbanization. Mexican

r political leadership reflects these two trends, as have presidents

-4-
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themselves. But as Mexico's leadership moves away from rural

backgrounds (two-thirds from 1935-1984 are from urban birthplaces),

they have done so in numbers disproportionate to the total

population, which even in 1940 was only 35% urban. Interestingly,

opposition leaders share a similar urban bias. Leaders from leftists

parties come in numbers slightly more urban (70%) than their

establishment counterparts (66%). Actually, they are less urban

proportionately since as a group they are much younger than

establishment political leaders. Among those leaders born since 19-30,

75% of the Left, 89% of the Right and 84% of the establishment

politicians came from urban backgrounds. In the case of the Right's

leaders, however, their urban backgrounds for the entire period can

be described as extreme, since 85% of them were born in urban

locales.

Most Mexican politicians, establishment and opposition leaders

alike, are from urban backgrounds because they come from families

with higher levels of income, they have access to the education

necessary to a successful political career, they experience social

contacts crucial to political recruitment, and they are politicized

at an early age. Yet, on a mass level. an interesting paradox exists

in the Mexican political system. Whereas established political

leadership increasingly comes from urban backgrounds, its electoral

support is strongest in rural areas. On the other hand, those areas

benefitting most from governmental policies, urban centers,

especially Mexico City, are the source of greatest opposition to

government candidates.

Discrepancies between leadership backgrounds and sources of

Suppcrt are likely to have important future consequences for Mexico.

--
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For the most part, opposition strength at present is concentrated in

major urban areas, especially Mexico City and its suburbs in the .

state of Mexico, Guadalajara, Leon, Tijuana, Ensenada, and Ciudad

Juarez. It can be argued, therefore, that both the Left and the

Right's leadership is much more representative than PRI of their

national constituencies. Furthermore, all three groups are competing

most strongly in the same districts. Long-range demographic trends in

Mexico point towards an even larger urban population, and opposition

parties are battling each other and PRI head on for the same votes.

Those districts potentially providing the greatest opportunities

to opposition groups, that is with rural populations, are neglected.

In particular, the Right is limiting itself, in its own leadership,

to those individuals who share urban backgrounds and experiences. The

traditional occupational group giving the lowest support to the

Right, especially the National Action Party, its oldest and largest

organization, is small farmers.

Establishment leadership in Mexico has reason to be complacent

about rural areas. Peasants and small farmers have benefitted least

from government policies, and yet passively give the strongest

support to PRI candidates. For example, PRI deputies in 1985 received

91% of the votes in Quintana Roo, 90% in Chiapas, 94%. in Campeche and

8:* in Colima, all rural states. But as tensions increase within the

political system, these neglected constituencies will become

increasingly :vociferous in voicing their complaints. Few Me:tican

government officials today have any personal experience or -ontact

with rural populations. Personal sensitivity to and contact ith

rural people may become a valuable asset to future leaders. For the

ne;wt five years. the government is safe from opposition parties

-6-
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stealing peasant leadership from them. However, PRI may not be able

to prevent traditionally coopted rural groups from becoming

independent.

A notable trend among Mexico's establishment and right-wing

politicians is the dominance of Mexico City in their backgrounds. The

rapidity of Mexico City's growth does not account for the

disproportionate number of leaders born in the capital. One

explanation for the presence of the Federal District in the

birthplaces of establishment and right-wing leadership is that many

are from political families who came to Mexico City to hold

governmental posts in an earlier era. Political connections are

critical to building a successful career, and second and third

generation politicians have a distinct advantage in their level of

contacts. In the case of the Left, however, a different explanation

is necessary. Nearly two-thirds of their leaders were born after

19--0. and since their opportunities to participate are recent,

similar generational antecedents do not apply. Instead, the Left

traditionally began its activities in Mexico City, where it has

operated more freely than in other regions. Natives of Me>xico City,

through their union contacts and through major institutions of higher

learning have been more likely to associate with peers affiliated

with leftist parties than have natives of the provinces. Also. a

small ncmber of leaders are the children of Spanish immigrants, many

Df whom had to flee Spain in the l9-0s because of leftist svmoathies.-

The West and the North are strongly represented in the leadership

backgroDunds of both the Left and the Right. National voting trends

re,.eal the strength of the Right in both regions. For example. PAN.

,hi~h obtained 18: of the votes cast for federal deputies in 1932.
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90% of the total votes going to the Right, did much better in the

following states: Jalisco (27%). the major state from the West, and

Baja California (34%), Coahuila (29%), Chihuahua (30%), Sonora (32%)

and Nuevo Leon (26%). all from the North. On the local level, PAN has

done well in these states and regions, having obtained victories in

mayoralty elections of several major cities. *

There is a relationship between the vote-getting ability of PAN

and the regional background of its leadership because the party is

strong locally, serving as a recruiting agent among natives from

those regions. Deputyships are the only national government positions

opposition leaders presently hold. The Right's strength in the West

can be explained by the fact that they are well-represented in the

second largest city in Mexico, Guadalajara, located in Jalisco.

Traditionally conservative, Guadalajara is a Catholic stronghold, and

has produced many future political leaders of the political Right.

The Left has done well in t~ie West for different reasons. In the .2,

West, it obtained its highest national vote in the state of Nayarit,

historically a stronghold of the Popular Socialist Party (PPS)

founded in 1947 by Vicente Lombardo Toledano. leading establishment

labor leader and intellectual. Two brothers, Julian and Alejandro

Gascon Mercado, children of peasants, dominated political life in tne

state during the 1970s. Both were members of the PPS, and in 1964

Julian was elected governor of the state on a joint ticket with F''I.

Aleandro. the more radical of the two, founded his own solinter

movement and ran for governor against the PRI candidate in 1976.

2ccording to critics, the FRI zandidate was declared the winner in"

* .hat was a Fraudjlent election. Thus, a strong core of support

remains for former FFS leaders who have since become members of t.e

-o
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newer leftist parties.

Other than historical accident or local circumstance, the most

* important reason why the northern and western regions are well

represented in the backgrounds of opposition leaders is their

location at the Mexican periphery and/or their close proximity to the

United States. A recent study, based on six industrial cities in the

North and Guadalajara in the West, concluded that these Mexicans came

down on the side of pro-democratic values. Studies by the

International Communication Agency clearly indicate sizeable

differences in values among middle-class groups residing in the

northern cities, in Guadalajara, and in Mexico City. In the North,

* proximity to the United States influences the political values of

border residents, who tend to encourage greater political

participation in emulation of their Northern neighbor.

A notable deficiency in the background of opposition leaders from

the Right exists. Whereas their leadership over-represents three of

* seven regions (Federal District, North and West), they are sorely

underrepresented in the South and Gulf regions, containing many of

- Mexico's least industrialized, but highly populated states. Again.

the Right, arnd particularly PAN is deficient in leaders from rural

backgrounds, but especially from these two regions, which

* . traditionally, with the exception of Yucatan. give overwhelming

support to the PRI. The Right will continued to be limited in its ,7

appeal as a national party through the 1990s, until it can establish-

* its credentiLals in the rural areas. especially in these important

* regions.

In the introduction, I argued that one of the consequences of

*the 1977 electoral reforms has been to increase the heterogeneity of

-9-
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politically legitimate groups. One of the most important differences

between the Left on one hand, and the Right and the establishment on

the other, is family background. In the first place, Mexico's I
political Right has much closer family ties to establishment

political elites than does the Left. During the last half century,

277. of the establishment leadership has been closely related to

others who have held important political office, suggesting the

importance of political families in Mexico. In the case of opposition .

leaders from the Right, 15%. of their numbers have also had close

relatives in political office.

The Left cannot claim family credentials similar to the Right or

the establishment. Only 5%. of the leftist leadership is known to have

strong family ties to the government or other political leaders. This

f act not only distinguishes them from the other two groups, but

* suggests the newness of its leadership to the political scene. An

* important explanation for this separation is the extreme difference

in the socio-economic backgrounds of their parents. Among

establishment leaders, 62%. come from middle and upper-class families. h
* The figures for the Right, not surprisingly, are higher, with 897.

* coming from parents with similar class backgrounds. Among leftist

* leaders, only a paltry 177. could claim such an upbringing. Younger

*leaders among all three groups exaggerate these differences, with the

C31Ii of the establishment. 1007. of the Right and only 257. of the Left

=_.arina this class background. Therefore, the social contacts leading

* L~ linship and career ties are missing between the Left and

jo.,ernment leaders.

For the first time in -years. the government has implemented -4

=-<ructural change through the 1977 Electoral Reform Law that

-I-



significantly influences the Mexican recruitment process. In the last

several decades, studies have shown a narrowing in the funnel through

which individuals must past to arrive at the top of the political

* heap. The impact of recognizing the Left has been to widen slightly

that recruitment funnel, enough so that some individuals who do not

share all of the characteristics of the established leadership can

participate politically. Because the Left does not have family

vested interests stemming from previous kinship ties to the regime,

it is likely to be the freer and more unpredictable of the opposition

factions.

For the conservative opposition, the nature of the ancestry is

different. Only one individual, Emilio Madero Belden, is known to

have Revolutionary credentials in his family background, but 7% of

the Right's leaders, or twice as many as establishment politicians,.

.had ties to the Porfirian families. Although not a large percentage,

* this figure suggest the degree to which.many prominent families in

the 19th century survived and enchanced their position in the 20th

century, even after a violent, social upheaval.

The Left, however, cannot lay claim to a notable ancestry among

Meexica's indigenous Right, supporters of the Porfiriato. or its

traditional Revolutionary left. None of its leaders are known to come

from either type of family. Thus again the Left's newness is

well-established, having no tie to Mexico's recent past.

Political Alliances

Family backgrounds are not only important indicators of past 

influence and ties to establishment politicians, but they also

suggest connections opposition and establishment leaders have with
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other politically active groups. In Mexico, two such important groups

are intellectuals and businessmen. Intellectuals historically have

followed government careers in significant numbers, serving as close

collaborators of the Mexican state. Since 1968, Mexican intellectuals

* began to move away from government service into academia and other,

% ,independent occupations. Nevertheless, because so many prominent

intellectuals have held public positions, one would expect family

ties between Mexican intellectuals and prominent politicians to be

rather strong. Actually, however, fewer than three percent of

Mexico's establishment politicians are known to be related to members

of the intellectual elite. Interestingly, however, the Right's

kinship ties to intellectuals are stronger, twice as frequent as

those of establishment politicians. This is a surprising finding

because Mexico's intellectual community is weakest, ideologically

speaking, from the Right. One suspects that an important explanation

'for the relatedness between politicians of the Right and notable

intellectuals is their comparable urban and high socio-economic

backgrounds.

Intellectuals with leftist sympathies have been prominent in the

establishment of left-of-center opposition parties. For example,

*. Narciso Bassols, Vicente Lombardo Toledano and Victor Manuel

Villasenor, all of whom followed distinguished public careers.

founded the Popular Party, later the Popular Socialist Party. More

recently, several intellectuals participated in the establishment of

worvers parties in the late 1970s. Therefore, it is logical to e>.pect --

i -an family ties between the intellectual left and the political

left. No such relationship exists. The Left has no family ties to

Mex:ico's intellectual elite. This finding suggests. similar to their

-12-
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*lack of ties to establishment political families, that leftist

opposition leaders are a fresh group, newly recruited from various

sectors of the population.

To many observors of the Mexican political scene, the group

exerting the greatest influence on policy making, if only indirectly,

has been business. Rhetorically and structurally, business elites

have been forced to maintain their distance from the political

system. Their exclusion, in both respects, is best illustrated by the

fact that the business sector is not represented within the PRI.

However, because top businessmen individually and collectively exert

* considerable influence over economic decision-making, analysts

suspect that ties between Mexican entrepreneurs and government

* leaders are strong. Family relationships between the two groups do

not support this suspicion since only 3% have known relationships to

Mexico's economic elite.

The Right's social relationship to the private sector should be

" quite strong. They both share similar ideological attitudes, and

evidence exists, especially recently, of direct financial support

-. from top business leaders to rightist parties' political campaigns.

Furthermore, some entrepreneurial families, especially from

Monterrey. have not hidden their affiliations with PAN from public

viaw. Many prominent businessmen, for the first time, are running as

PAN candidates for federal deputies in the North. The evidence bears

*-. this relationship out. Thus, of all the family ties between a -

.* political organization and occupational group, that between the Right

* and business is strongest. Seven percent of the Right's leadershio

. has known kinship ties to Mexico's most powerful economic families.

Leftist oposition leaders predictably have no relationship

313-1--
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through family ties with the private sector. None of their leaders

were known to be related to prominent entrepreneurial families.

Several general conclusions can be drawn about the
.- .. t. - -

_ interrelationship of political leaders to intellectual and business

* leaders. The most well-connected political leadership, measured in

"* terms of family ties among cultural and business elites, is the

"* political Right, 11% of whom have ties with one or both elite groups.

* This fact is striking in that it is double the political

.* establishment's own ties. The higher proportion of family ties to

* intellectuals among the Right is most surprising. Such a relationship

may foretell a stronger alliance between intellectuals and political

opposition from this ideological perspective, an alliance beneficial

to the political Right.

The fact that the Left is completely divorced from the

establishment and right-wing leadership in having elite family

antecedents suggests that it is the most unique among political

parties today. The Left should be given closer attention, not because

of its electoral strength, but because it represents an opening of

the political recruitment process in the 1980s. A generation or more

must past to see if the Left will establish the same ties with

traditional leadership groups, whether governmental, economic or

- intellectual, that have existed with the Right or contemporary

- establishment politicians.

Social contacts through kinship ties are only one means of elite

" integration. Career experiences also determine access to other

" groups. Such experiences can be significant in facilitating special

s|ills. especially brokerage skills useful in dealing with mess-based

or special interest groups. Politically speaking, the most important
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occupational interest groups in Mexico have been: business, labor and

the military.

Each of the three political leadership groups have had some

experience in the private sector, but in no case have successful

* Mexican business types been attracted to political careers. Most

* politicians in Mexico, regardless of ideological conviction or party

membership, are professional people. Despite the small numbers of

prominent businessmen within each group, it is quite obvious that the

degree of ideological sympathy each political faction shares with the

private sector correlates with the proportion of businessmen found

among their leaders. Again, the Left has very few leaders with

business experience, whereas the Right, among all Mexican

politicians, has the greatest ties to private sector interests,

-having worked in the business community before entering politics.A.
* .t0

The experiences of governmental leaders fall half way in between the g\

two opposition groups.

In the case of organized labor, establishment politicians still

* can claim to be the most well-connected since nearly one out of six

government leaders pursued labor careers. However, the Left too has

strong credentials among organized labor. This fact is important for

several reasons. A group critical to the legitimacy of the present

political system and its leadership is organized labor. Any

opposition party claiming support from this group is battling PRI

* where it needs most to maintain its supremacy. Since most of the

* urban population as yet is unorganized, they provide fertile ground

* for political organizing. Furthermore, many middle class professions.

* especially education. are organized into unions, and the Left has

* already demonstrated some su~ccess among these employees, particularlv
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- at the universities.

Mexico's Right has absolutely no contact with organized labor.

Ideologically, this posture is consistent with its criticism of

organized labor as corrupt and its sympathies towards business

interests. Yet in other Latin America countries, Christian Democratic

parties, sharing philosophical similarities to PAN, if not the PDM,

count much of their strength among organized labor. Although 5% and

1% respectively of the working class say they are members of PAN and

the PDM, the Right has done very little to increase its support among

the working class. The Right, by confining its contacts to middle

class professional sectors and business. limits its potential support

from other groups in the 1980s and 1990s.

The Left has the greatest potential for exploiting a political

weakness in Mexico's current leadership. If we limit establishment

politician- only to those holding cabinet-level posts, in Mexico

those figures exerting the greatest influence on decision-making,

contact with labor is quite small. For the group who will dominate

these posts in the 1980s, a mere 2% have labor experience. As I have

• °--.

argued elsewhere, the lack of experience with organized labor is a

primary weakness of establishment politicians, one which the Right

cannot use to its advantage. The Left will be unable to exploit this

advantage in the future if their youngest leaders continue to follow

in the footsteps of establishment politicians. None of the Left's

leaders born after 1940 have union posts in their backgrounds.

Our data suggest some very clear patterns about the direct

InfLience of, and experience which opposition politicians have had

with. the officer corps. The fact that the Left has had no

experience with the military is no surprise. What is notable,
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however, is that the Right too has had little contact. Unlike Latin

American countries where retired officers pursue political activities

among conservative parties, the Mexican Right offers little

opportunity to the military. This fact illustrates, to some degree,

the uniqueness of Mexico's military and the degree to which it has

subordinated itself to civilian authority. But more importantly, the

military has yet to involve itself closely with any opposition party,

thus limiting its political role to bureaucratic, institutional

channels, or to an extra-legal coup. The military as a political

actor, however, is so islolated from politically active groups that

its potential allies presently are limited to dissidents within

governmental leadership. ..

Education, Political Skills & Ideology

Among establishment politicians the most important agent of

recruitment, and a significant determinant of their values and

political skills, has been the specialization, level and location of

leaders' education. Recent analyses also suggest similar influences

for Mexican army officers and intellectuals. One of the major changes

in Mexican education during the last ten years is the rapid expansion .'

of private secular and parochial schools at the primary and secondary

level. Mexican studies suggest that even at these levels the impact

on political values are substantial. Recent studies of private

education in Latin America clearly demonstrate the distinct

orientation between private and public institutions at all levels in

Me',* i co.

Most Mexican private primary schools are affiliated with the

Catholic Church or its religious orders. Politicians educated in

-17-
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these schools are beginning to receive, contradictory to the

educational provisions of the 1917 Constitution, ideological

orientations different from products of public schools. Moreover,

much larger numbers of intellectuals and business leaders have

attended these same schools than have estabishment politicians.

Right-of-center and younger establishment political leaders are

associating with each other and are being influenced by values

contradicting the official political rhetoric. Thus, a division in

the backgrounds of establishment political leaders is producing one

set of individuals who have more in common with the background of

many rightist politicians than with their immediate peers.

Traditionally, however, the educational backgrounds between the Left -4.,

and the establishment are much more compatible.

A small number of Mexican institutions are responsible for

educating political leaders, and those institutions predominantly

p produce one type of leader versus another. For the Left, two

institutions have been notable: the University of Michoacan and the

National Polytechnic Institute. The IPN produced many left-of-center

figures within the political establishment, some of whom formed the

first leftist political factions establishing the Popular Party,

later the most important single source of PSUM leaders.

More opposition leaders from the Right than from the Left or the

government attended private universities, which account for a small

proportion of all college graduates in Mexico (only 10% in 1970). Two

institutions are important as sources of right-wing politicians: the

Monterrey Technological Institute of Higher Studies (ITESM) and the

Free Law School. The first institution is unabashedly connected with

the private sector, founded by leading entrepreneurs in Monterrey to

-113-
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produce a rigorously trained and technological competent managerial

elite. But the most important institution for the Right has been the

Free Law School, the oldest private university in Mexico. The Free

Law School has produced prominent establishment politicians, and was

created at the instigation of students attending the National

University during the revolutionary decade. It was important to "

leaders from the Right because law, as a professional discipline, has

been much more prevalent among all types of political leaders. As the

leading independent law school, the Free Law School produced several

generations of PAN militants. As economics replaces law in

importance, it is likely that greater numbers of politicians with

right-of-center sympathies will come from the ITESM, the Autonomous

Technological Institute of Mexico, and Ibero-American University. Of

lesser importance to the Right is the University of Guadalajara and

the University of Puebla, both located in communities traditionally

strongholds of the Mexican Right.

On the undergraduate or professional school lvel, politic'ians

from the Right have attended United States universities in far

greater numbers than establishment or leftist politicians. The

influence of United States educational methodologies is playing a

more significant role on Mexican government leaders today than in the

past. This influence can also be found among opposition leaders from -

the Right. Although the establishment politician's initial college

degree is taken in Mexico, one-fifth of all government leaders

pursued graduate work, 68% of those in the United States and Europe.

Opposition leaders from the Right emulate this trend closely,

although only one-sixth continue graduate studies, and only 41%. of

those travel abroad for their training.

-19-"
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The Left, however, experiences graduate work in smaller numbers,

with 7% continuing their formal education beyond a professional %.',

degree. More importantly, not one of their numbers has studied

abroad. This finding is significant in that it indicates the

* indigenous quality of the intellectual training of party leaders from

the Left. Furthermore, whatever views most leftist leaders share of

the United States, they are not based on any long-term residence

there.

Executive Summary

Opposition Leadership

Opposition politicians share many characteristics with their

establishment peers. Among the most important is that the majority of

them tend to come from urban backgrounds, that Mexico City is

overrepresented in their backgrounds, that each group is a

well-educated elite, that many of them are graduates of and teachers

at the National University, and that none of them have strong ties,

measured according to occupational experience, with the military.

The significance of these homogeneous characteristics is that the

political leadership shares little in common with the average Me-:ican

of comparable age, who comes from a rural background, who does not

live in Mexico City in such large numbers, and who has not attended.

taught at or graduated from college. A sharing of similar backgrounds

with the masses is not as significant in a society in which

participation is limited. But as the structural reforms which

" produced the growth of opposition movements take effect, then more

emphasis on the relationship between constituencies and their leaders
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will occur. Mexico's politicians from all ideological perspectives

have little in their background on which to build and strengthen

their ties to the masses. '

Opposition leaders demonstrate more important differences between *

each other, and with establishment figures. than they do

similarities. For the Mexican Right, several characteristics are

important to understand. As an opposition group, they come closest to

being a "loyal opposition" to the extent that they are more closely

tied to the establishment political elite. Moreover, the data further

demonstrates that the Right has many kinship ties to leading economic

and intellectual elites, even moreso than the establishment

politician.

Such ties are significant because they imply that the Right can

draw on allies from two traditionally influential groups. Not only

does the Right have a potential source of financial support, but it

shares certain vested interests with other, established groups. The

Right and the establishment have much more in common with each other

than each would want to publicly admit. Thus, in future times of

political crises, if an unexpected change in leadership were to come

from within the establishment, especially if it were conservatively

oriented, it could easily find support from the Right.

The Right's orientation stems in part from its strong ties to

private education. This education affects only a minority of

Mexicans. But as establishment leaders themselves move away from

public education, an important group of government leaders are being

formed who share more strongly the experiences and backgrounds of the

Rig~ht.

The Left, however, offers a generally different set of

3-2)
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characteristics from both the Right and the establishment. On the

whole, it has little relationship to the establishment, either

through its family ties, its class background, or to a lesser extent,

its career and educational experiences. The strength of the Left is

that it comes from a lower socio-economic background. This background

is translated into a strong affiliation with organized labor. It is

also the reason why leftist leadership continues to attend public,

. rather than private schools, a choice most working class Mexicans

* must follow.

The distinguishing characteristics of the Left separate it both

from the Right and the establishment. It is truly an independent set

of leaders in the sense that it has few ties to establishment groups,

whether they are political, economic and intellectual. This

independent quality makes them politically more unpredictable. They

do not have vested interests to protect, at least not to the same

extent as both the Right and the establishment. On the other hand,

they are the most isolated of political leadership groups in their

potential ability to find ready allies. Thus, their independence is

both a strength and a weakness.

Sources of Electoral Support for the Left and Right

The only group with the power to successfully implement an

extra-legal change in Me.:ico's political leadership is the army. The

army does not have the e!.'pertise, numbers, organizational ability, or

imass support to accomplish this alone. But among potential allies.

the Right structurally has no advantage over the Left since both have

little direct ties to the military. Although the political

establishment cannot make a much better claim for similar ties to the
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military, its day-ta-day working relationship over many decades gives

it an advantage. But in a crises situation involving a change in the

present political system, during which new alliances might be formed,

none of the three existing groups has any substantial advantage in

initiating such an alliance, although ideologically the Right and the

establishment share more in common with the military. *

Politically speaking, on the basis of leadership characteristics

and ideological appeal, political opposition in Mexico is competing

strongly against one another in urban centers, where the government

is at its weakest. Whereas the Right has done the best against the

PRI in these districts, the Left has the greatest potential for

exploiting the weaknesses of the government's leadership, its urban,

middle-class bias. But the Left has been unable to exploit its strong

ties to organized labor or indeed translate them into votes for its ,.
"

,

candidates because its grass roots support and the source of its

leadership is unevenly distributed throughout the republic. The Right

is equally ill distributed, for example, producing strong leadership

and support from the Federal District, but not as yet having a

national leader from Veracruz, one of Mexico's most populous states

and a traditional PRI stronghold.

..

The 1985 & 1988 Elections

In the past. PRI has maintained its support by converting

support from a large group of voters who are non-aligned. During this

same period, PAN was able to gain new supporters by converting

non-aligned voters and former supporters of PRI to its banner. The

expansion of parties on both the Right and the Left increases the

electorate's choices. The electorate has become more partisan, and
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the trend towards increasing abstention temporarily has been

reversed. But the present Right and Left may have exhausted the

limits of their ideological appeals. If so, other leaders, with a

different political philosophy, and with support in rural and urban

areas, will provide the only effective opposition to the political

establishment in the 1990s.

Prior to the elections of July, 1985, the official party publicly

admitted that competition would be stiff in 127 of 300 districts

where the opposition was strongest in 1982. The head of the PRI in

the Federal District declared that 14 seats were critical, 8

semi-critical and an additional 8 would be difficult to win. These

declarations are more than an admission of the political reality,,

they seem to suggest that the PRI was accepting a situation in which

it would give up some important congressional districts in 1985. It

is also a psychological strategy similar to the one pursued by Jesus

Silva Herzog concerning the state of the economy, in which public

officials present the worst possible scenario so that whatever the

results, they will seem better than expected. y

A careful analysis of the votes on a district by district basis

-. between the 1979 and 1982 elections reveals some important trends.

For example, in the Federal District, potentially, there are 39% more

• voters in 1985 than in 1982. The difficulty is that the majority of

*: these voters are very young, and according to the official party's

own polls, young voters, especially students, are the most undecided

in their political sympathies.

In 1985, the official party faced strong competition from the

Right, notably the National Action Party. In the eleven districts in

the Federal District where PAN received 30% or more of the total vote
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in 1982, the social background of the residents is similar: middle

and upper class. The PDM, the other right-of-center party, is not

important, not only because its support is small and weakly

distributed, but because it shows no growth.

The Left was expected to do better in 1985 than in 1982, but its

* overall strength was hampered by its repeated inability to unify.

Instead, PSUM's total vote tallies were down slightly. Quarrels over

leadership and ideology have splintered the Left. In only seven

districts, five of them in the Federal District, did they agree to

run a coalition candidate, and even these did not include all of the

parties (PSUM, PMT, UIC, CS). Thus, more than the Right, it competes

against itself for votes. For example, the Revolutionary Workers

Party, which participated for thd first time in the 1982 elections,

mainly took votes away from the PSUM, the unified leftist alliance

established in the 1979 elections.

There is no doubt that.the general economic conditions have

contributed to the increased support given to the opposition parties.

But, despite the cynicism with which Mexicans greet their political

leaders, there is considerable support for many of the government's

activities. In 1983, 12% of the Mexican people expressed sympathy for

parties of the Right, 7% for parties of the Left, and 55% for PRI.

The remaining 26% expressed no opinion. Assuming the figures for PRI

have eroded in the last two years, it is difficult to suggest that

the Right or the Left will capture the majority of Mexican voters in

1988. Instead, during the next five years, Mexico is evolving into a

. pluralistic political system, in which the PRI will continue to

dominate congressional districts, winning most seats with a plurality

"" of votes, rather than large majorities, except in rural areas. I
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predicted that the combined opposition would probably win around

twenty districts, barring some unforeseen event, in the July, 1985

elections. In reality, they won ten districts, eight of which went to

PAN. A study of the 1979 and 1982 elections shows that the opposition

party leadership seriously contested only 3% and 7% of the districts

~ respectively before the Federal Electoral Commission, another

indicator of the potential size of the opposition victories.

% In the state elections in 1985, regionalism seemed more important

*than general economic woes. The official party candidates in the

seven gubernatorial elections had the greatest difficulty in Sonora

* and Nuteva Leon. As I suggested above, this is not surprising since

* the North, and these two states, have been a stronghold of the Right,

which did very well there in 1982. If the votes had been counted in a

* reasonably honest fashion, as the President pu~blicly claimed they

* would be, Sonora and Nuevo Leon might have presented two interesting

test cases.

The Sonora election for the system represents the recent pattern

of PRI choosing a cabinet official, a political-technocrat with no

elective experience or local ties, as their gubernatorial candidate.

A los3s there might have helped reverse this trend and engineer a

* reevaluation among the establishment of the importance of grass-roots

political experience. In Nuevo Leon, the PRI's choice reflects a

clearer understanding of regional sensitivities. They chose a

candidate who has local political experience, is well known in

Monterrey,, and is a prominent businessman. His candidacy took.- some of

the wind out of his PAN opponent's sails since their credentials were

quite similar. A win here and a loss in Sonora, publicly declared or

not, sends a message to PRI leadership. The President is aware of the
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weaknesses associated with Mexico's centralized leadership, and

several of his other gubernatorial choices reflect this concern.

The political legitimacy of the present government, and of the

political system itself, will be tested in the 1965 and 1988

elections. By allowing more opposition leaders to take a role in

local, state and national offices, PRI not only legitimizes their

claim of increased integrity, but allows these parties to share in

the responsibility for its failures as well as its successes.

The establishment can deal with the expanding opposition in a

sophisticated manner. In the first place, a PAN governor is not a

real political threat. As a governor, he must rely on the assistance

" of federal authorities to implement state programs. PRI officials

have repeatedly denied adequate revenues as an obstacle to

opposition-controlled administrations on the state level. In

February, 1985, the government began discussions with the opposition

parties in anticipation of a change in the plurinominal system used

to assign the 100 additional seats in the Chamber of Deputies. ....

Essentially, the government proposes to allow the smallest parties to

gain more seats, with a corresponding reduction in seats among larger

opposition parties. This proposal has elicited a pleased response

from the PDM on the Right, as well as the PRT, PST, and PPS on the

Left. The PAN and the PSUM are expressing strong opposition to the

proposed change.

Some violence should have been expected after the results of the

1985 elections. It should be remembered, however, that election

violer-e has been common to the North in the past, especially in

Sonora. It is highly unli:ely that such outbursts will lead to

serious political instability in 1988, unless economic conditions C"
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continue to worsen after 1985, and Mexicans primarily tie their

political choices to leaders they believe can alter the economy's

health. A deep-seated value continues to exist among most Mexicans,

especially among middle and upper-class Mexicans, many of wham

provide the bulk of support for PAN, that violence is an unacceptable

alternative. In a sense, therefore, the present governing class, and

its ability to promote political stability, benefits from this value.

Opposition and U.S.-Mexican Relations

The United States' relations with Mexico is very much affected by

*the increasing strength of the opposition, its concentration on the

* northern frontier, and the posture of U.S. officials towards the

various factions. There is no question that Ambassador Gavin,

regardless of his intentions, introduced the United States directly

into the opposition campaign after his meeting with PAN leaders in

the North. The perceived involvement of the U.S. with the political

Right has two consequences f or Mexico. To some Mexicans, it might

appear that the United States recognition of the importance of the

Right gives it added prestige in its battle against the PRI. On the

other hand, because of strong nationalist sentiments, the official

party and many intellectual and media sources see U.S. involvement as

manipu~lative, similar to the recent Mexican-U.S. problems over

tourism and drug enforcement. PAN itself perceives the latter point

as weal.-ening its appeal. and the party's president has sought

*publicly to disassociate the party from the U.S. ambassador.

the United States is lik.ely to be affected in several other ways

too. Presently, there is a tacit agreement among the parties in the

North that none will use U.S. television in their campaigns.



Television and radio advertising is limited to all participants in

Mexico. It is possible, however, that in the 1988 election, all

parties might not continue to agree to this policy concerning the

United States media. Also, the United States government will be

forced to make a policy decision concerning individual cases of

Mexicans claiming to seek political asylum if many individuals cross

the border three years hence, as occurred after the Piedras Negras

incident. United States recognition of political exiles in Mexico is%
46~h

tantamount to delegitimizing the political regime. Because of the

close interchange between the media in both countries, such a

decision will have considerable influence. Increasingly, the United

States will be placed in a position of supporting electoral

democracy, and the short-term instability accompanying it, versus the

* short-term stability of a PRI dominated system.
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